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Pwmt : 
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The Iloirble Sardae JoaSNimA ^lEon. 
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Thm Honlble Mr. EL H. BERTHOUD, OJI»E.» I.C.S.» CmiiiiiitElaMr 
of Excito and Salt, Bikar and Oriiaa« was examiaad. 

memoratuiuni of the Htm^hh Mr. Berthaud. 

Q. 01 . — There h»« been a olAmoiir for totA! pnihibitiin) from a pArticular 
Auction: but the Ia>ca 1 l^iriAlative Oounfil liaa *o far not favoureil tlii»< policy. 
There have lK*en two full-dre^H clehat-eK on reaolutioiia nMommeiulit^ nrohibi- 
lion,— 4>iie in 11>*21 ami one this year. On IhHIi o^'caaion** the reaonittori wm 
defeated — ^in 1021 bv M2 votes to 10, in 1025 by 4tii voten to 21. 

Oi . — I am not an advocate of prohibit iuti. 

(a) fi) Siiper.tax on land revenue ctannol be conwiilered to l>e a narilciilarfy 
aatiafaetory expedient for replacing excia<» revenue for the following among 
other reE«on». 

il) Even a{)art from ('onHiderationH of the kind referriMl bi In (M), a 
surcharge on land revtmue is, in an aiiiirMii pundy agrimiltura! 
rountrv like tins, caUnilakHl to eauae greater di«eont4?nt than w'hat 
prohibitioniHtn find ground for in our excise fK>liey, 

(2) In H permanendy-Hettleil eountrv like tins, a surcharge on land 
reviMoif* is lik<»!v to he looker! upor^ Am an ai't of brea^di of faith. 
(Mi Tile very large aedifin of the coininunity wlio have been al>Hiainars 
alwHvs aii<l who have never firessed ti»r |>rohjbitioTi would resani 
the imposition of an additional tax necessary U> satisfy what tbay 
consider to In* the far! of a ^■/>fnparative^y few tdnaliala. Probably 
many of the prohibitioiiista also \v<iuld join the i»pposition, anci 
soMu* of them would p<«**ibly clamour the loudest. 

Wherx*. as in Hihar and Orissa, land revenue is not on the 

cultival<»r dirfH't hut ^»fi the landlord, it would be tieceaaary 
either to lay the whole hnrden on the Hhonldera of the landlorcia 
or to make c^ortiplicated arrangementa aimilar txi tluMe for road'Ceaa 
for collection from the reui-payera. 

(5) The excise revenue ia coiiaideriibly greater thxin the total land 
revenue at present. 

(a) di) Income-tax in this province brings in very rniicdi Uma money thEi> 
exeiae rex'^enue. A aurrbarge on ineotne*lax, in ortler to replace exeiae 
revenue, would have to Ik* at *5 or f» bundrinl |M^r rent, rather than the 20 fier 
cent, suggested : and this is beyond practical politics. 

(b) The suggestions of the lV>mhay Excise rominittee are aiiiied mainly 

for industrial areas where big incomes are made in business. Taxea 
of the kind* suggeated would not bring In much in a province like Bihar and 
Oriaaa. 

Ncrm.— For the QueationrtEire and Annexniea. Mm Vol. Ilf— Evidence. 

•The Hon’ble Mr. Bertboud waa examined at l>«Ihi. but hia evidence le 
pr in t ed in thia volume no that it may apfmar with that of other witneanea front 
the aame province. 
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Q, 49. — Th« principlas eouueitttoid in •xUftcIto 1 to 5 ara V9ty iouiid. 
Tba import of extract *> *•. in th« abaance of tha oontaxt, noi van ^»ar* 
Wa jnatilj our excise rerenoe not cm economic grounds alone but aa 
a measure of temperance aa wall. And our sliding acsale sjatain ia aoma 
attempt (no doubt very indirect and not auceaaaful aiwaja) to tax the dnmkarda 
tenth pint heavier than the first. 

if, tji , — As a measure of taxation, pure and simple, our present policy does 
not go to the farthest i>oseibie extent— *it would be poasihle to obtain mater 
revenue by relaxing coutrol oja the use of intoxicants. But our poDcy is 
maximum of revenue conaiatent with minimum of consumption; and this we 
have f>ersMteatty tried to follow. 

Q. 4^.— -Different rates of duty are inevitable in a country like this peopled 
by many races, in different stages of civilisation, with such diverse tastes and 
cliffereni economic f*onditioaii. Taxation that may drive people in Gumla and 
Simdega subdivision of Kanchi to illicit sources of supply may fsiit to make 
any itiipression in Dhanbad or Jamshedpur. Our duty rates, which are not 
mentioned in Annexore H, range between 10 annas in Samhalptir (where 
mahua i« abundant and which is surrounded on all sides by Indian States) 
and Ha. 10 in Jamshedpur. 

Q, Xotliiiig very appreciable. 

Q, f»7.^This question has only an academic interest for this province aa 
jHitable f<»reigu H<ni<irs are not manufa^^tured in this province. The rule in 
this province has always l»een to charge duty at the tariff rate oii locally- 
made imitations of foreign liquor and it is desiralJf* that this should continue. 
If this is done, the satne freedom from restrictions aa is given to foreign 
liquors may be allowed. 

(j- liot^al Governments should have the power to impose supplementary 
duties on foreimi liquors, Kiibjeet to the proviso that this powder should be 
exercised only t^en taxation on country spirit approximates to the tariff rate. 
This condition is not likely to obtain in Bihar and Orissa for some time 
yet at least. 

i). €V , — The l>est arrangement is that recommended by the conference of 
Finance Members held on Ifith November 1028, viz,, that duty should follow 
consumption. 

Q. TO — It is doubtful if it would be ever possible to tax fart to the 
same extent as spirit in proportion to its alcoholic value. In the first place, 
the cost of production, in proportion to the alcoholic eontent, appears to ^ 
higher in fort than in spirit. Secondly, fari, taxed to the same extent aa spirit, 
would very probably fail to coinfiete with spirit; for in many cases it is only 
l>acauae fon’ Is cheap that it, and not apirii, is drunk. 

At tbf same lime, there is no doubt that taxation on fan ie low in iMn 
province and tlat increase would be desirable. But the chances of financial 
suci^eas from a tree- tax are very uncertain in the peculiar conditicms ol this 
province, chiefiy because the siipply varies so very eonaiderably in different 
eeaaons of the year. For mofe thmi half the year there is no aufiftcieiit tari 
from w^hich to |^t revenue, and In the remaining n^inriia the kupply ia ao very 
much in excess of the demand that the price has to come down ridiculoitaly 
low. Impairing thereby the capacity of the quantity drawn during thui period 
to hear an incidence* which can l>e ^ all considered reasonable- A tree«tax 
would certainly reduce consumption but may not neceaaarily increase revenue. 

O, 71. — Here also remarks similar to those again|rt question No. 65 are 
applicable. A few veers ago we raised duty ou oanja mroughout Bihar to 
I&. 40 i»or seer, whmh was fully justified by conditions within the districte. 
But we found out to our cost th^ exports to Nepal from this province drt^p<^ 
almost to ail ; and we have again had to reduce duty lor the north Qangetie 
urea to Ra, 90 per aeer. rniform rates of duty could be possible onfy 
oonditiotti were dmilary which they mre not. 



Q. existing s>^tetiu of wbolesele supply of counifj spirit sail 

hhan^ sre sstisfsotory. In respei^t of gmia^ we dep^M on Bengil wlm hsM 
eresti^ s mooopdy in Isvour of one psrtiirulsr fMurty. This psriy chsifos 
exorbitsiit rates which is standing in the way of expansion of our revenue. 
To reiriedy this, sre trying to tske steps for growing our own pss/s. 

Q, ry.— We hsve two sysleim for disp<isal of licenses for retail vandt— tlie 
suction system in some districts and the sliding scale arrangement in olhere. 
From the (soint of view of tsxstkui alone, the auction system appears satis* 
factory; hut it Has been attacke^i oti other cousideratioiis. The sliding irale 
toeteni which has been only rerentlv introduc^ed has not brought much increased 
revenue till now. But it will (»ossihiy do so after a ahorl time; and It has 
many other good {mints in its ftivour, chiefly as a iein|M»ranc'e iiieasitre. 

Q. 74.«~The area and {mpulation {>er slto}> are still comparatively low in 
Bihar stul f>rissa < lower than in ail other provimn^ except Hadrea); and ii 
does not appear that redncliao in iiutnl>er of sh<>|)s in recent years has brought 
als>ut any artificial increase in the value of the shops that rernaltt. It tna\ 
be tiientii>ned at the same time that further retluciions iu number of simp*' 
to any marked extent is calculated to have undetitrnble consequeiices. 

Q, 75. — Here also some diversity is inevitable. The ioiidtiiona of Burma 
are peculiar. Elsewhere, the dilfereiice in rates is not very marked. 

Q. 76'.— The system was neier tried in this province. ^ 

Q. 77. — Smuggiitn; of opium and cocaine ia now carried on by orgaiiiaetl 
parties that have agencies in different parts of the country . not excluding 
the Indian States. While of murse the clue! resjmnsibilily for contnd must 
rest with the I'oiisunnng prorince. centralised acttion from tlie Government of 
fndia may improve matters. 

TIm ilMi*bl* Mr. B grt b o u d far* «ral •rid — c » m folkm t— 

The Pre.*id€nt, (f , — You are Excise Commissioner, Bihar and OriwaP 

.4. — Yes. 

You are also in charge of Salt? 

A. — Yes; also Registration. 

Q , — .\iiy thing else? 

.4. — 1 util the Hegintrar of Joint Companies- 

Q , — You say that there has l>een a clangour for total prohibition from a 
certain section," but that the local I^islative Council has not ao far favoured 
^ia policy* 

A.— Yea. 

Q . — Has there Ijeeii a demand for the extinction of revenue aa diatinct 
from a demand for the extinction of drink? 

d. — I tliink there has l>een more demand for extinction of the drink than 
ff>r tlie extinction of the revenue. 

Q . — Ortain enthuHtasts are anxious to extinguish the revenue; apparently, 
they do not mind whether they extinguish the drink or not. 

.4.— Yea. 

Q, — An regards alternative methfsls of finding revenue, T take It tliai even if 
you had prohibition, neither of the ways suggeeted would be practicable in 
your province. 

.4. — So far as my province is concemefl, excise revenue, 1 think, bears a 
bigger proportion to the total revenue than In any other province. Eaet year 
it was lakhs of rupees, which was n^ore than a third of ike revenue of 
the province. 

Q. In Mifiie districts the excise revenue in more than the land revenue? 

A* — Yes, considerably more than the land revenue. 

In reply to <iue«ition No. 65, you say that duty rates range from 10 
nniiea to Ra. 10. 
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— Tlmt par proof galloa? 

A. — Ix>iwl<>i> pr<K>f gallon* 

'la it f>o«.Hibla to rsiae the duty? 

aril alwaya ratxitig it, avan in the middla of the financial year, 
whan wa naa consnimptiow incraaaing. 

Doati not that ofiact your auetiona? 

A, — Wo have got iho auction ^yatetn only in Chota Kag|>ur; in other plaoaa 
w'a havc« tha aliditig acaia ayatem. It in praciirally the aainit. ayatem m they 
have in llengal and ilie Iliiitad Provtneea. Only they call it by different naniea. 

Q . — Tn paragra{ih 75 of your Adrnitiiatration Kepori for 1923*24, it ia atated 
that the <‘oiiauniption of country apirit in 1923-24 ahowed a decreaae of 25 per 
cent. cotn{*ar<Mi with 1012-13 in ('ertatn dtatriota. 

A . — That in ko. 

<if.~-^llave you H<»en the (’antral Provinces Administration Keport for 1923 in 
which they compare all the pr<jvincea? It ahowa that Bihar and Oriaaa is the 
one provinen whi<*h is increasing its consumption and everybody else is making 
an enormoua ro<luction. 

A , — I do not know %vh€!re they gf>t their fiptres from. The Ktatement com* 
pares the«conmiriipliou of rountrv spirit for the calendar year 1923, while mir 
figiiri^ are for the official year. The year 1922-23 was one of increased *^on. 
aumptlon, Ijecatnwi it wa** tininediately after the non-co-operation movement* 
in the Central Provinces stiiteinent they have also probably included disincis 
which under the oiitKtin Hvstem wid have nince come under the distillery 

system* 

Q , — We have a table here <Mimparing the consumption in standard distillery 
areas, that is, areas under the distillery system, but W'e cannot get tlie 25 |>er 
coni, rediictiim you refer to. 

A . — This includes figures for 1911-12 when the province was not fonried, 
probald> >ou Viave include<i Home of the Bengal districts in your calculation. 

Q , — If we send you this statement* of our calculations, wdll you please 
verify it? 


• Not prill (e<l. 

The figure?* given of ixinsumption <»f country’ spirit in Bihar and Orissa arc 
wortlvless, because during the nrevioiis quitiqiienniuni several districts were 
under the outatill syateni and tnerefore there can be no conipariaon of their 
ronsum|»tioii iii:ring that jH^rusl w’ith the i*oEisumption of the year 1922-23, 
tvheu tlie distillery system hml been extended to them* 

The statemenl below comparing the consumption in the same period in the 
areas under thy distillery system only shows that there was a fall in con- 
sumption «>f 3 per cent. 
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A. — Cerlftinlj. 

Your eaioulmitoii of 25 per cent. doe« not allow lor a redueUou in 
population? 

•1. — No* I did not go into population. 

Q — I think it a^ould be a gCHxl thing to aiialjk»e the f'entrai IVovineea table. 
Perhaps >'ou would not mind doing it: it k>i>ks from the statement aa if Bihar 
and Orissa is the one province whi<‘h in increasing it« ccinaumptiotn 

A — That is wmng; I shall examine tlie statement. 

Q . — Has the increase in duty IckI to much illicit diatiUntioti? 

A , — ^The non-co-operation movement led to a great increase in distillation. 

Q . — When was the highest figure for illicit distillation reache<i? 

.1.— The liighest figure wan remdied in ll>22>23: it w^ae about 1,400 caaea. 
was not the rc^suli of the jadicy of raising the duties? 

j — j pul || t<» the boycott inovemeni against liipior shops, whan 

people were driven fnnii litpior shops a?id start4Hl making their own litpior. 

Q — Xhe reiison w hy I am ask i tig you thin is iMts ausc a tnniilHT of [irovittetsi 
have C4)tne to the rondiision that illicit distillation is out of control as a reault 
of the jKilicy of increasing the duties. 

.1,-— tt is out of contnd in several provinces. * 

May I tlniw- vrmr Httcritinn to what the IWiard « f lievenuc. Bihar and 
Oriasn. say on this suhit*ct : they say that they ratlu*r *’ doubt whether refornia 
have not been too rapidly introduced. the intrmluctioii of the contract 

ayiitem into parte of Ila/anhagh and Sambaipur btdore the districts w'ero ready 
and illif-it distillation could be prevented.*’ 

A — Tlic Ik^ard holds lliat view. I %vas Ihst rict Officer of f la/.aribagh at the 
time uheii the change was made; I held that it was pretnaturc. You could not 
however put down the increase in illicit distillation canes to thin reform, 
biM‘au.ne tlie increase wa« infinitely greater in oihei districts which have beotl 
under the distillerv s^stcixi much longer. Ilanchi and the Htinlnl rargariaa am 
the two districts where there are ini»«t diHitllntion ca>>eH. 

Q , — You are going as far as it is safe to go? 

J. — The Board thinks we are going too faat. 

Q . — Are you satisfied with the wwking of the sliding scale ayatam? 

A , — fn other provinces they intr<»<luced it wholesale; w© aro going gradually, 
and so far. I am natisfied with it. 

Q. — Don’t you find that the alUling scale puts a premium on malpra^’llcoa 

the vendor? 

A, — No; one of the reasons for the introduction of the ayatem waa that it 
reduce<l the danger of malpracticea ; in fa<»t, they are l>ecoming extinct What- 
ever the vendor aelts he geta a profit, while under the aiiciloti system you put 
op a license to auction ai>d there is speculation and rivalry. 

Q . — The more he sellrf, the leas his profit is under (he sliding scale system. 

A , — Yhe more he sells, the less his proportionate profit, but the Vital profit 
ia bigger. 

Q.— We were iohl that it put* b»m under a great temptation to aell illicit 
liquor. 

have never heard of a case of that. 

Q Im there no risk of a consignment lor a shop at which the rate duty 

b low being taken to a shop w'bere the diiity is high? 

il.--Thal la guarded against by not making sudden changes in the doty 
between different ahopa- 

Q—Bui you wcmld always have a different duty, becrsuae the doty varies 
with the quantity taaued. j# 
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A^Thtre y « th^tor^ticAi of liquor it«ued to a nhoo pajrini a small 

licause foe being f»old in a shop whara iha licaaosa faa is hti^ mt wa taka 
giaat cars to naa that naigliboiinfig diopa art iiavar in ilia sama han^ and anj 
•uddan variation in oonsumiitioii is watchad vary dosaly* 

— You do not have a tandanav to laval dcMn*n tha consumption batwaan 
ahops? 

No. 

Q , — That IS wbat they found in the T;iiited Provinces. 

4 , — ] do not cofisidar that the United Provinces have enough staff; they 
have a mtirh amaUer staff than wa have. 

Q^inother tendency for tha man irho gets up to the high rate of duty 
U to sal] at the bast pnca ha can gat to a few selected consumexs instead of 
getting a fresh supply. Suppose a man hie sold a thouaand galloiia and bis 
duty on a thousand and tan would give him an asceedingly amall proportion 
of proftt and ha has got, say, 10 gimons in hand which ha would normally 
sail at 4 annaa a gallon. It is not worth his while to gat another 10 gallooa, 
l>acausa his profit is small; so ha would sell what he haa already g^ at B 
annas a gallon. 

.t.«^That would mean immediate cancellation of his license. A man who 
aells a theiisand gallons is making a very big profit and our espertanca is 
that he would not risk it. 

Q.— Mow often do your staff manage to inspect? 

.4.— Inspec^toni are supposed to Inspect big headquarters shops working under 
the eliding scale system once a we^. The Buperintandents have to Inspect 
once every fortnight. 

9«^Tour shops are under very close control P 

A .-"-’-We find that profits in big ahops are so high that the licensee does not 
risk cancellation. Wa renew licenses when there is no misconduct on tha part 
of the licensees; they are not allowed to sell except in sealed bottles and 
every bottle is lahelleo with the price on It. 

Q.— But he may sell one dram at a time. 

.4.— Yes, only out of the sealed bottle. 

Q , — Have you had any difficulty in gaUiog bottles of tuxiform size? 

A.«-Quart botUes are used« about seven to the gallon, 
are not exact? 

A .«-*They are supposed to contain 23 ouncee. 

the United Provinces, they have great variationa aa regards the size 
of the bottles. 

A.-*»Th6 United Provinces sell much stronger spirit than we do; the spirit 
we sell is probihly the woekest in India, 75<^, BCr and 6$^, and the rsstut U 
that usually the whole bottle is consumed on the premises. 

l>r. Paranjpy€. <>,— I>o they teke beck the bottle? 

.4*<^The s^er is allowed to charge a few pice lor the bottle and if it is 
returned, he haa to refund that amount. 

The PresidsNt. Q.— What is the procces lor selecting your licensees? 

licnsee, if he has nothing against him, continuers his license from 
year to year, and we do not disturb him except for good reaeona. Towards 
the end of the year a list k made of the sheps which ere rang to change handa, 
apptieaiicms .are invited for these ehopt and the oandidatea are divided Into 
autteble end unsuiteble cendidales, end if there k more than one eultehle 
candidate for a shop, selectioii k made by lot. 

Q.— Whet ere your qualiicetioiia? 

A.— The candidete shcold be a local man: this is eeaential; he should be 
pfi^mred to look aftsr the husxness himself end he should have sufficient 
capitid to carry it cti. These are the three main points. 
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Q — ^You ion\ eoii»ider his eduemlion or mor$l ehtrtolirt 
A.^That ift impoaaibto. 

Q . — ^Yoii do not allow tbam to pat in a managar? 

d.--Only in aao^tiotial caaaa. W# ara introduoiag a rula ranuiriaf UoaiMat 
to apply for laaTO of abaanca. 

^ ^.^Doaa^ not thi« raault in tha haraditary liquor^aellar being put In oppoai- 

A. — Not so far. Whan wa atartad tkia ayatam, wa iaft tha ahopa in tha 
handa of thoaa already tii the trade who had nothing againat them, and ihev 
carried on. 

Dr. Paranjpye, Q. — Doe^i not thia ayatatn lead to corruption amongst tha 
axciea staff? 

d. — I am afraid ail systems lead to oorruptioii. Under the old auction 
system, they used to bid so high that the bidding had to be stopped. Vary 
lew shops are now ehangitig hands and if the system of drawing iota b pro- 
perly exercised, I do not see how tha staff can gat such chance of being 
comipt over the settleineiits. 

<?. — A shopkeeper who is in charge of a shop for aome yearn haa some 
interest not to leave it? 

A . — If there is nothing against him, he will not be disturbed. • 

Q, — The excise officer would worry a man In order to get hakshtsh from 
him. 

A. — It is possible; we have had casea like that. 

The Preeident. Q. — Have you raa^i the report on the old fixed fee ay^item 
in Bombay? They found that 50 per cent, of the staff ware hopelaaaly corrupt, 

ii. — Yes. I have been guardtug against thb. Thb year I had to draw up 
pro<*eedings against 11 Sub- Inspectors in one dbtrlet, but I hold that they ware 
just as corrupt under the auction eyatem. 

— How could they be corrupt under the auction ayatem? 

A. — In the same way; vendors would pay the staff for not reporting mal- 
praetice^;. 

Dr. Paranjpye, Q. — Hut you would let them dilute the liquor ar sell short, 
measure? You dou^t bother about thaae? 

A . — I consider such a<*tton dbhoneat; Oovemmant are taking their ahare of 
defrauding the consumer. 

Q . — ^The practice of dilution would disappear with the sale in sealed bottles. 
A.— It is practically dying out altogether. 

Q , — And short-uieasure will aU:> disappear, because the liquor b aold in 
sealed bottles. 

.4.— Yes, 

Q , — ?>> that, these are the only two |>oeaibla malpraciioea on a large scale? 

A. — 1 w^as very much against the auction ayatam aa it was going oa when 
I took charge of this department. iKjeaiise of the tremendous fiurtoations in 
revenue. You never knew where you were. When there was an agitation 
against excise at ti>e time of tlia non-co-operation movement, Oovaminatti lost 
revenue for the wlK>le year. Wcause people ware dbcourag^ from attending 
auctions; whereas under the sHding scale system, the moment your consomp* 
lion recovers, up goes your revenue, and it b much more aiabb. 

, fh£ Preiiitnt, Q. — You prefer the sliding scale ayatem on the undeiataad- 
ing that you would have a sufficient staff to chevk and control? 

X.— -Yes, 1 am not sure that the inferior staff should not be abdbhed 
altogether, aa they have done in the Income^taa Dapertment. 

Q.*— You have fixed prices? 

A.— Tea. 
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Q . — Are Uiey not exceeded? 

A. — ^The,v mey be exceeded in the beginning, but gredueilj p^le Oi^ht to 
know whet the ie, »» every bottle ie levelled with the price end m big 
notice board ie put up ahowing the prieee. 

Q.^tn jour reply to queetion No. 07^ you eey thet potable foreign liquon 
ere not manufactured in your prortnoOf hot a large quantity ie conautn^ in 
your province? 

A. — Not much. 

give a long liet of them, ae Rhahjahanpiir Rum, Deer Brandy* 
Bueea lirandy, Hueea Wriieky, Cawnpore Whiaky and Hhakura Beer. l>oee your 
l»rovifu*e get credit of duty on any of these? 

A. — Of course we get licenae fees. 

Q . — You haven't made any arrangemcmte with the provtticee that issue 
them, in order that you might get some revenue? 

A.~ No. 

Q.—Yon could do that. 

A.~ 1 xuppoee we cotild. 

— 'The ('entral ProvintM^i did not take any Htejw until la^nt year, when they 
auddenly found that this brought them nearly half a lakh of rupees. 

A.- Mo not think it is w'orth anything like that in our provim-t*, but it 
Ih worth eiupiiring into. 

Q . — You way that fni|»plementarv duties ahoiild not be imposed on foreigti 
liquor unless taxatifin <in country spirit approximateH the tariff rate. Why do 
you impose tluHi restriction? 

A. — (Hherwwo the cotmum|»tioii of foreign liquor would compete with 
country spirit. 

Q . — 'rhere arc a great many pla<*es w'here you do not want to aell foreign 
liquor l)> auction ; at the same time, you do not want foreign liquor 

to iiicrenHc largely in csniHumiition. License icea are based on the previous 
year’s consumption at ho mucfi a bottle. That practically h a supplementarv 
Jjlltv? 

A. — We call it a license ti?e. 

is the same thing in effect. 

A.— Yee. 

regard to fan, you any that the cost of prraluction, in proportion t'» 
the alcoholic coubnU, ap|>ears to be higlier than tliat of spirit. 

A. — Yes. 

O. — But Kurtdy fori, is a.s strong as bet^r even at the fcK)t of the tree. I 
tliink ti^ta were made in your province in order to ascertain its alcoliolic 
atrongtb imd it vvaa found that fresh tari drawn at the foot of the tree at 
6 o'chx'k in the morning was ns strong as lager l>eer. 

A. — It wtuild not compare wdth country spirit. Tari h wt'aker; it is weaker 
than under proof, I think. 

Q , — ^Tha price of tw’o bottles of fori would be equal to one of B5® U.P. 
spirit? 

.I “Tn our province, the Paai vrho produces the fori has first of all to get 
the from the landlord; the landlord makes him pay as much as be can 

lor the trees; then he has got to get tappers and then obtain a lieensa, 

Q. — Is not the Past a tapper hiznaelff 

A. — He has tappers under him, he cannot do eveiythng himself. Some, 
of course, tap themselves, aome do not, some employ profeseional tappem, who 
are ^nerally relations. I should have thought it was more expensive coa- 
iddaring the^trength, but I have not worked out the figures. 

f!>. — Ton do not think the iree*tax system is practicable in your provinoet 

A* — ^Before I t<H>k »^ver chatge, an officer had been deputed to go to Madras, 
Bombay and the Ontral Provinces to study this system and he wiwle a big 
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T«port on tbe f>ubje<?t* Th®u tlie Wnr c«me and th* m«iUr dropjMdL W# took 
it up again; our difficult;}* b that the aupplv vartiM trainaiidouiUf diffiMrant 
aaaoocis of tbe ytmt. What 1 understand they do in Madras b to amags to 
ti^ a certain number of the traaa in the hot weather and a certain nutnbst 
in the cold a*eather »o aa to get a lerel supply. Wa have baea t^ag for 
two years to get Madras tappera to allow how to do it here but we Save not 
been sucoessful. 

O. — I think you have been informed a-rangly. In Madne tha palmyra onlv 
yields at one aeaaon. We have got variable supplies as you have. 

A , — I do not know, but the information that sras brou|d^t by tbe officer 
on special duty was different. It b in hb rejiiori. 

Q - — It b unfortunate that the Madras si'^tein has l>eeu mbuudemtood. In 
1880. I think, it was reported that in Madras we marked every tree in the 
country. In Bihar and Orbsa thev w'ent round and tied a tin^iteket to every 
ex)<$tin^* in^ and then condemned the tree-tax system, because it was too 
ex|>emire. I do not know about the officer who "was recently deputed, but 
the idea that the Madras tn|i|>er can so tap as to gel a lev^ yield all the 
year miind is not eorrect. 

,1. — I do not mean that the yiehl was from the same tree. A certain pro- 
portion of the trees gave the yield and there was nrt>bably a way of tapping 
the tree^; in such a nianner that they would not yield iu t£»e hot weather, but 
woultl yield in the cold weather. 

Q. — With regard to question No. 71. apparently you make money out of 
the exports of ganja to ^fepal ? 

.1. — Y"e«. 

<?. — ^And they pay your duty? 

j,_Yes, 

V. — What alKMit Bengal? Is there no competition with it? 

.1 — Bengal ahviivH has a lower duly than ours. Their duty b only Ks. 20 
and ours was R.h. JM). But still Nepal watite<l our ganja. We raisisi the duty 
tlien to Rs. 10 and that stopped our export altogether. 

Q . — Von say '' imihu’m raU*s of duty <‘on1d be possible only If conditiorm 
were himiiar/’ What in tJie difference in <s>nditions with regard to ganja^ 

A . — For instance, in Orissa it is much more easily smuggled from the 
Feudator\ Slates than in Bihar, 

<‘«rFi yoti get them to co-operate? 

A . — They co-operate i*i this wav, that they undertake not to allow ganja 
growing and we give them ganja ?re4* of duty. We supply them at the cost 
price under what they call the C<x><'h -Bihar system. But ganja from the Btatea 
is smuggleii and seems to l>e very popular. In Puri laat year we Beir.ed a 
con»ideral)le quantitv. It 1ooke<l like bhang. The duty on bhang b very 
low and it grows all over the place. I have been making ex|>ertrneiita in 
growing ganja and as soon as the plant was cultivated we found that wdld 
bhang was growing on neighlwuring lands and ha<l to be weeded out. 

Q. — Can you have a uniform rale of duty? 

^ 4 . — We have a uniform rale of duty except in Orbaa and North Bihar. 

Q, — IV) you tliink it poanible to have the <10 rupees rate? 

A . — I think it mil be possible. 

— ^Would you approve making the manufacture of ganja a Government 
mono|>oly? 

A . — I would not mind its being a Government monopoly provided It was a 
Local Government monopoly. 

Q . — ^What would you say to a monopoly similar to tbe <^ium monopoly run 
by the Ghasipur factory? 

A , — Onr people won’t have Madras ganja. I tried the Centrsd Frovinces 
paa/a and people won’t touch it. ft looks quite different. 1 ihitik there b 
much lem drug in it. 
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ift m*r»fy • mAtt#r of tiMd. 

l.^Too; ud ulio tibe ooil, tiM enhiirstiofi and ilia prapamtlon* 

Q . — But oupfMioo your monopoly b taken by the Oovernment. 

d . — mpprorm of that* Of couroe, it could be grown in large quantitias in 
our pnyrinee* Only I do not know wba^r the Oorenunani will be willing to 
grow it thenMlrea. For sentimental reaeons they might obfoel. 

Q , — In reply to question No. 75, you say ** here also some divemtj^ is 
inevitable. Is there any harm in having a uniform rate all over India? What 
do you say to a rate of Rs. BO ];>er seer and no license fee? 

A , — is not enough. The retail price in Bihar and Orissa is from Ba. 1110 
to Hs. HO. It is a n*ed pric'e. 

Q.-^What do you think of the system of employing salaried vendors? 

4.— I have not heard of it before. But our system is getting rather like 
that. If the vendors rematn for a long time in the shop and are compelletl 
to be there during certain hours and sell at (Attain prices, it would be ait 
right. 

Q, — 1>> yon moke them ctti up the cake and sell it in sealed packets? 

>1.— Yes.^ 

Q . — Would you prefer having it cut up at the factory and packed by 
ii>a<d)iti«r|r? 

4.— Vest but I do not know w'hether there will be any caste objections 
The iirofKstal seems to be all riglit; but I should like to consider it in detail 
befon^ I commit iiiwelf to any statement. 

Q — Would you approve centralised action with regard to smuggling? 

A . — f think there should be some sort of Excise C. I. D. 

Q . — Have you seen the Report of Mr. Comber, a Burma Police Officer? 

4. — No. 

Q. — Wo\ild you like to have a kind of central bureau? 

4. — Yes; some central bureau to keep us in touch with the other provi nce^* 

Q. — I noticed one case of smuggling in your Administration Report in 
Hasaribagh. What class of people were involved? 

A . — I think they were a superior class of people. The Deputy Commissioner 
himself had to go, I do not think the principal was prosecuted. 

Q. — Bniuggiing is getting into the hands of such a class? 

4. — Yes; several Fjuro{>eaas are said to be engaged in it, travelling in the 
first clans by rail, so that detection is made very difficult. 

<^aii you tell us anything about salt? 

4.— I am only eonoerned with stopping of the manufacttire of salt. I have 
nothing to do with the issue of salt, 

Q . — In the Administration Report of the Salt Department, I notice that 
the prices vary. For iiuitance, it varies from 6 pies per seer in Rhurda to 
hs. 6.2.2 in Kishangunj. 

4. — Perhaps it is a different kind of salt. The aalt consumed in one of 
the districts tn Bihar which I last held charge of, came from Sambhar. In 
Orissa it ia altogether a difierent salt. I do not myself give any attention 
to salt prif^. T am purely concerned with preventing the manufacture of salt. 

Q . — You have stopped now the free maniifm*ture that was allowed during 
the war? 

4,— Yes, 

Q . — Have you had much difficulty in stopping It? 

4,«--No. 

Q.*— With regard to registration, have all the fees been ralaad In 1922? 

A.«-*N 0 t all the lees. There were no chances with regard to amounts up 
to Be. 200. 

(^.*-^Tbe result is that you made a profit of 13 lakhs? 



i- 
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binee the profile come to eboul 7 lekhs. 

Q,_I)o you think it ie legiliinete to make profile? 

i4.--»Why not? It »» e convenient form of iexetioii* 

Q.— Is it a tax or fee for searrioe rendered? 

A , — I have only once heard that view that it is a fee for serrioes renderee 
and thst it should not exceed the expenditure* I think ibis was in one of 
the debetoe in the le^elative Assembly* In Bihar the Government hee defi* 
nitely repudiated that when they raised the fees, because the deimrtinent was 
laying even before they raised the fees. 

Q , — Is it heraiise you render another service beeides tlie mere act of 
registering? 

A — I think that was tl>e reaaon they geve. 

Q . — the expenditure you have mentioned include pensions and Interest 
on capital cost of buildings? 

A , — The latter item is not included. That would oome in the Public Works 
Budget. 

Q , — Would you a^^prove of making the registration of all tranaactloiia relat- 
ing to imutovable property compulsory? 

A . — 1 think that except in Chota Kagfnir all such transactftna are no\% 
registered. 

Q, — Do you charge ii fee for registering Muhniiitiiadait iiiarriageal^ 

.f .-r-Yes; it is about a rupee. 

Q, — Dr»e« the Oovernment make a profit out of that? 

A. — No. It goes to the Kaxi for the aervires rendered by him. I do not 
think anything goes to the Ooveraroent. 

Q. — Would you approve a registration fee on all marriagea? It has been 
reconirnendfMl to us as a measure of taxation by one non-omciat wltnesa efiar 
another, f^ay about one rupee for every marriage. 

.1. — I do not think it will be w*orth while to have one rupee. 

Q . — Tliai will bring in about 50 lakha for the whole of India. 

A , — I do not think it w’orth while to have it at one rupee. 

Dr. Paran/piff. Q . — Now the population of your province would be about 
40 niilliotm. out of wdiich 20 milUons would be females and SID miUiona 
males. One marriage to every BO males for one generation would be* I think, 
a reasonable proportion for our calculation and that would bring in a revenue 
tyf 7 or 8 lakns. 

A . — It seems to me that you would require a big atalf. 

— The village patwwi will do that work. 

.4. — There is no pat%vari in thia province. 

©.-^^There is the chowkidar. 

A.^1 would not entniKt him with this c^ollection. I do not think it is 
worth the trouble. 

The Prettideni. Q.— YVni make a relerenee here to the malpraciieea. To 
what* do you refer? 

— There are professional deed*writers who write the doeumenta* The 
Bub-Registrars and the clerks were receiving money from these people and we 
stopped that practice. We found that in Eastern Bengal and Aaaam they had 
a sy^m of licensed deed-writers whose fees were txid and who were given 
the privilege of access to the office. Anybody who la not licenaed will not be 
showed access to the Sub*Reg^tration office and we were trying to bave kome 
such system. 

These are the i^eeple who draw up the dotnmeni before it is regletered? 

A.— Yee. 

i9.>-What is yonr process ef charipiig for copies of docnmmita? 
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How do you levy it? 

A.-^ln cash. 

Q,^Do you have abeete of paper with stiunpa on the top? 

A > — 1 think no. I cannot remember now. It ia four yearn aiiioe I wwm in a 
dlairict 

Q , — Bo you find much evaaion of atamp duties t 

A » — Not exactly evasion. 1 think it is more due to the mat deal of ijm* 
ranee of the correct stamp duty. Lately I have been dtreoting tlie sub* 
Bejf^trars to be more careful in checking stamps. 

y.^What I ask ifl thb. Is there scope of increasing the stamp revenue by 
insisting on a strict interpretation of lawf 

A , — Not so far as the documents coming for registration are eoneemed. I 
think on the whole there is no attempt to evade but due to ignoraoee in some 
cases we find a shortage. 

(jf , — When yon came out to India, was there very much more evasion than 
at present? 

A * — cannot rememlier. 

Q — Is there a great deal of exemntion by executive order in respect of 
court-fees? For example, whenen-er the distiller puts in a petition to the 
Coiniiiissioner he has to affix a one anna stamp. 

A» — Il*inay be. 

Q . — At one stage we used to allow a large number of such petitions without 
stain by executive order. 

.1. — J never knew tliat. 


lOlh March 1925. 

PATNA. 

Prksxnt : 

Sir Charlks Todhunter, I.C.S., Preridenf. 

Sir Percy Thompson, K.B.E., C.B. 

Dr. R. P. Paranjpyb. 

Mr* C* S* SAUNDERS, Executiva Enfmaer, Sona Division, 
Bihar and Orissa, was axaminad. 

TTrKfcn rntmonimlum of Mr. Saunders, 

Q, 15, — The charge for water supplied for irrigation in this province ia 
lower than* in other provinces ond strictly speaking does really not seem 
adequate, but as the rattm have lieeti enhanced to their present value in 
Government Notification No. 8699-1, dated Slst August 19^, it ia doubtful 
whether a lurtl^r increase would receive favourable support at present. 

The existing rates are ns detailed below : — 

Smie Canals, 

Rs. A. 

Long lease for 10 years' period 4 8 

Kharif season lease, 25th June to 25th October . .50 

Btngle watering kharif , , . . . . .28 

Baht season lease, 25th October to 25th Haroh • * 8 8 

Hot weathaf sesaon lease, 26th March to 24th June . 7 8 
Hot weather season lease, 25i}i February to 25th May , 7 8 
Hot weather single watenng during 96 th March to 

24th June . . . • . . • .98 

Water supplied by vedume in khert/, let July— 81ct 

October per cubic foot per second for IS hourt « 9 0 Per eubis foot*. 


Per anntinu 
Per acre. 

if 

n 

»» 

ft 
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CttAHPAmAlt CaKAI4. 

Tribeni C'anoL 

lU* 

Long leM (10 period)^ 1st Juns to Slsl October . 8 0 Per aonr^ 
Kh^rif sesscm lease (10 years’ period), let June to Slat 

October 4 0 „ 

Re6i aeeeon, lat Kovember-^nd of February .SO «, 

Hot weather, 1st March-— lat June .... 2 0 „ 

Hahi single watering on khatif lease area, 1st Novem- 
ber — end of February 18 „ 

Dhaka and Ttur Canah, 

Long lease (10 yeani* period), 16th Jime — 81at October . 3 0 Per acre;. 
Kharif season (10 years* period) 16th June— 4>lst 

(October . . " 4 0 „ 

Habi season, 1st November — end of February . .20 „ 

Hot weather, 1st March — 15th June . . . .50 ,, 

Hot weather single watering, 1st Marcli — 15th June .28 „ 

The water rate is fixinl on the following principle: — e 

The cost of all chargcH) incurrefl by the cultivator is calculated, such a#—* 

(1) (V»Ht of rent per acre. 

(2) (>»8t of seed neeijsstiry for sowing |»4tr acre. 

(5) (*ost of ptougVjing per acs^». 

(I) of sowing [>er acre. 

(5) Cost of transpiaiiting per acre. 

((») C’ost «»f wt^tHliiig |*er acre. 

(7) Cost of (Hitting, earriiige and threshing per acre. 

(H) Any other inise#*lliineoim eharg*^, sut'h aa snpciHHsion, trianuring, 

etc., per acre. 

The sum total of these is a4lder! per acre and may be railed ** A **. 

The average^ ainouiit realised by sale of grain jM*r arr«# is det-erniineil, which 
may be caller! '* B *\ 

Then * FI * minnn * A ' givf*s the profit |H»r acre to the cultivator, which may 
be t ailed *‘ C 

On C ” a fair perrentage is charged wliirh is the canal water-rate. 

Taking an example of purely kharif land, that is, <j(n whicdi rico only ia 
down, and which is good average land undf*r canal irngiition ; 1 give the fol- 
lowing figures which, m far m I know, are a fair average for the j^ne Caiiala 
only. 

“ A ’* — ll«. 27 per acre (this includes a land rent of R«. 7 |>€»r acre). 

** B *’ — Bealizatiorm are— 

Hi. 

(I) Grain, 22 mds. average per acre at, say, Rs. 241 per 

md. seiling value ... T ... 65 
(2) Straw, 60 nids. per a<*re value of which is, aay . . 10 

Total . 66 

Net profit to cultivator «lls. 65— Ra. 27 =3 R«. 38 per acre. 

Water>rate for kharif aeaarm lease ia Re. 6 per acre. 

/.Percentage tdiarged on cultiratm* profit ia approximately 13 per 
cent. 



In the cai»e oH long the cultivator haa water eupplied for botli mhi 

and khcrif at the mjuced inclusive rate of R««. 4-8 per acre, and if he eowa 
rahi* an he often doea on the rice land* then he will moke another Be. 5 per 
acre profit oe well* So the fiercentage charge levied for canal water will be 

Jeeii* nojneljf x:10'4 per cent, or say 101 P®*" cent. 

In the case of good average purely rahi lands irricated with canal vviter 
the net profit to the cultivator and canal percentage chargee will he i^iproxi- 
mately the same; at any rate the canal percentage on th4 profit of the culii^ 
vator will not he higher. 

In the case of hot weather, t.c,, sugarcane, the cultivators moke a net 
profit with a good crop of anything from Rs. 10r> to Re. 150 |>er acre. The 
canal charge is only Rs. 7-8 f>er acre, m> the f>ercentage works out to from 5 per 

fMt. to 7i per cent. 

The hgures only apply to the Soiie Canals. In the other canals, the water- 
rates are even lower as previously detailed. 

Q, 15 (1)'— 1 would levy the water-rates on a fair commercial baais» keeping 
in mind, at the same time, that the charge made for the supply does not 
exceed the ecoiioinic value of water to the crops. 

The method of assessment and realization of water-rates oa obtoinins^at 
present in this province seems preferable to the methods indicated in i^ms 
(5), (4) and <5) of <(tiefitiori No. 15 flast part). 

Q, consider that when land is brought under irrigation and increases 

largely in value thereby, it is only fair that the State should receive a portion 
of such increased value in return for its eiiterpriw*. 

I am not in a position to suggest any proportion or how such proportion 
should he realised as this is beyond my scope as an Engineer. 


Mr. Saaadert gar* oral •▼idracc m follows 

The Vremieni , ^1.— Would you mind giving us an idea of the nature of 

drrigallon worka in this part of the world? 

d. — The irrigation is chiefly what we term Ihnnf: that is. simply the 
period when rice is grown entirely, and that goes on from 25th June to 25th 
October. The other }«eason is called the mhi mmimih. which extends from 
2M Ooiober to 25th March. The rahi crops include wheat, peoa, gram and 
crops of that sort, ffahi is the seoiMm when there is no rain at all. In the 
Puninb, the main watering is done in the cold weather. But here our main 
sop|dy is during the rains. More vrater is required in the hharif season than 
in the ' season. Sugarcane too comes in the hot weather, hut that is a 
smalt area comparatively. Sugarcane in not a long-watering crop. We water 
it frciiti 25th March to %%th June, and then it gets the rain and they crop k 
in the following cold weather. There are other lands which ore not auHoble 
for rice crop, but which, with a few waterings in the rahi season, can grow rahi 
eropa* 

Q , — ^Rice is a crop that can be grown purely with rain water? 

A . — Yes. There are enormous areas to which we cannot supply canal water 
and which are entirely dependent on rainfall. The cultivators also make what 
are called ** rham*,** that is, a kind of temporary tank to impound the flow 
of rain water. Only flelds below these ahants are commanded by this water. 
But sinoe the introduction of the system of canals, the aharoi ore going out 
cl exlstcoioe* ; 

you charge for the water token in the ohamsf 
it.— No ; we do not^ as it is only min water and not supplied by the canal. 
9.***The theory in som provinces is that when a man colleela the min 
water and stores it, he prevente it frmn entering into a Oovemment work and 
therefore he is charged. 
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do not diorice for its her<». Bnt wo diorg^ for atiotiiliortftod irrigo* 
tioii, tiint is, whonoTor thoy toke oor conol wstor torropti^ottilsr* 

Q , — tlio land swsmp.r? 

d,— No. Tho soil is csilod kttcal which has a large poreontage of clay in it. 

Q . — ^Tour irrigation is only supplementary y 

d. — Yes, but now they have become «o dei^endeiit on canal water that if there 
is a shortage of rainfall, their crops will he a failure unleas Ih^ taka Iha 
canal water. Canal water really an iusttranre to iheiii. Of course, there are 
times when they do not take canal water for weeks, that is, whan thare 
is enough rain. But w'heti the rain ceases and wlieu the fields l>egin to dry, 
then they take to canal water. 

Q , — DonH you hare the condition when the rite crop would always he 
standing in s few inches of water f 

4 — 

Q . — Then if you go on «^uppl.'*if^a the canal water, it cannot he too much 
because the w'ster will passing from fidd to field. 

d. — But the loii‘er fields would get swamped. That Is the danger. 

Q , — The iireit of lainl that can t)eiiefii by canal water is limited? 

.4. — Yes. As a matter of fart, we are fully leased out and we cgnnot take 
up any more leases. 

(i>. — Y*ou could not allow water to run on from field to field because ultimately 
tho lands at the end will l>e damaged? 

4 — Within the hhx'k it runs from field to field. There should he excessive 
water only if there is verv heavy rainfall. We try to regulate our supply so 
that there w^ould be only from fi to 5 inches of water on the land. If there Is 
rain and w'e also supply w^ater from the 4*anai, the water adll reach 9 or 10 
inches in the field, and that will have to pass to other lands. But we don't 
want to supply the unleaMxi areas with surplus water IwM'auiu* in tinu's of 
stress we will not have enough water to aupply our leased portions. 

*S*ir Prrcu Thom ff <ori . Q . — Your trouble is the universal trouble, that when 
there is plenty of wwier nobody wants it, and when there is s shortage, everybody 
wants it. 

.4. — Yes, and it is borne out vctv strongly in our system here. They have 
got a horrible system of what they cull nigai\ In the TJtra nakch^^tm they 
draw off all the w*ater in their fields and they like to see their flelde omokiftf, 
the idea fietng that if they have water on the land all the season, the crop 
will be spoiled by insects. Thotigfi that rnay, to a certain ext^t, he true 
they did not dare do that before canal irrigation came into exisier.ct*. Per 
ha|M they did not get such a high percentage of outturn then as they do now. 
They have a particular peritxl for doing this, ainl they do this just liefore tho 
hafhUja. when heavy rain is expected. If they do not get rain water during 
the hafhiga, then they are fuit to very great difficulty unless they take 
canal water. That is a very critical time and during that periml, we would 
bo working at a high pressure in order to distribute the water fairly all over 
the ismntry. and it is a most extraordinarily difficult process. 

Prenifient, Q . — Your supply is constant?' 

.4. — No, we are de|>eiident upon the rainfall u|>country for our supply. 
The river drops very rapidly at times. We could irrigate a coosIderaUy bigMr 
area, if they gave up this i>eriiicious habit of drawing the water off their fieiaa. 

The water that is drawn off goes to the fields lower down. Do you 
charge them for the use of that water? 

j4,_Xhat is only drainage water. It doe* not do very much benefit to these 
lands, and we do not charge them for ti. 

Dr. Pamnjpyf, $.*-*If there U no demand for water In the khanf^ will not 
that water he used in the mbi f 



16 


Aw — No, cminot do that. We hare a syatetn of shattera and retii«i on the 
anicat, and we can only keep the water up to a csertain ierei, the aurpluM nhove 
dhat lavel goaa down the rirer. 

Q , — You don’t hare irrigaiioti works like ihoae in the Bombay Preaideiicy 
wdiere the water i» etored up and distributed afterwards when the neoeodtr 

anseet 

A. — No; we have not anything like that. There is only one project in the 
prorinoe where ft is propofied to store up die water. 

The Vrendent, Q. — I)urtiig the kharif, do you grow what we call dry cro|>^ Y 

A, — No; there arc no dry cropn at all. What they do at the end of the 
khurif IM to MOW gram iiiul other stiiall pulneh McatU^red in the paddy helds; and 
after the iiiain crop i% rut, they will have the M*«*t>nd crop ready. 

Im a lot of water waNUHl hy the cultivatorn? 

A. — Ycfi; a tremendous amount. 

Q , — Have you any arrangement for getting at it? 

A. — Yes. Hut at the same time if only they would co-o|»erate, they could 
get far better results than they do now. 

Q . — How do you work out your duty? 

A. — It is baiMMl upon cx|>eriiuetita. We take it that one cusee of water for 
fice irrigation will irrigate approximate!}' 100 bighas. 

Thai is the same as in the Piiiijah? 

.4.~«Y<*s; practically the same. 

Q . — That is, you let the water inU> the ctiiiuU according to that principle? 

A. — Yen. Tht? aVmIe area is tiieasuriHl up. First of all we have our appli* 
eaitoiiM i'oming in. Tlie area which is irrigat4*<l is divided into two leases, 
one the long lease svstem. where it is divided into blocks to wduch we can 
aupply water regularh*. Thev have the priority of claim for the water. The 
second is tVic seaftcai lease wliere there is also the block system; but if there 
is a shortage of w'ater, tlie long lease hhx'ks get the water first and the others 
afterwards. Thirdly, there are also lands which only require a single watering. 
Ah tht'HC fields are measured up accurately and surveyf^l. and ae itnow ail the 
areas from our maps. With regard to the long lease, as long as the lease is in 
force, they do not have to apply for water, and all that they have to do is to 
let the Siihdivisionnl OHicer know when they want wat4T. The application 
.has to be made only when the long lease expires or trhen a new lease is 
required. 

Q , — Is the application made on a stamiHMl paper? 

*4. --No. They do it on an ordinary hit of pa|M‘r. We have* aUo Kome 
prescrilH>d forim. hut we do md in.si.Ht cm them. The long lease is generally 
for a periml ol ten years, and during that period, they are entitled to water 
aduMicver they want it. from 2oth June to 23th March. 

'Is it a very valuable privib'ge to get a long lease*? 

A.— Yes. 

Q, — l>o they pay for getting the leas©? 

A.— No. 

if, — In Madras w*© hare a system under which we charge what is calle*! 
an ineluaion fee. 

yl.^Here it is not the case. On the other hand (teople with long leases 
gat the water at reduced rates. 

l>r, Pamkjpffe, Q, — But they |>ay whether they want the water or not. 
You charge R«. 2S for n single watering, and Rs. 4 for the w'hole year? 

A. — Yes. We have our dtstribuiariea running at a ten-day and firebar 
principle. They run for 10 days and close for 5 days, and during that 10 days 
.any block in tbe long lease that wants water has water supplied to it; a^ 
during the 5 days the water is closed to them and the other blocks hare it, 
*Tliiitia» it comes to 10 days on and 5 da>*s off in every 15 days for all blocks. 
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f%ift iiaabteB u» to irrtgiit« tt much biiiicc^r «rrA thftn vre would W uHlc to do, if 
ire gave a cToiittnuouA Aupfviy for tW whole 15 dayi*. We fiiiid thi» Ayatem worki 
racy mioeeealullj, 

Tkf l^rrsuitnt, Q . — You could charice n good diHil nion^ for the waters 

A . — 111 itiy opinion our riite» are lorn* rotiipan^l with thoie in the other 
provinces. But as we had changed them at least twice during the last 
or eight years, the last time lieiiig in 1922-25, there h not much chants of any 
increHaea at present. 

Q , — That is, the Council won't pass it 

A. — Yes. 

Dr, Pantnipye, Q , — Are the leases retiew*e<IP 

.4.- Yes, as u rule. Wc never refttiw* the leaM^ as long as we have nothitig 
against the cultivators. It is nuiewed as a matter of course, and then^ is no 
trouble about that. But if, for instance, they intentionally allow water to 
run from the long lease areas to arena adjoining tiuun. which are not under 
loaae» then they are liable to have their long lease oaneelled for a term of 
years. 

Thr Pf f sith ut* Q . — Is there very great compe^titmn to gi^i the long least^ V 

.4. — W-s ; cn-erybody wniits it. Hut we cannot grant all apidications. That 
implies a giiaratdee of water and they get remission of water rales if there 
ie failure oi supply. It is an absolute guarantee. • 

Q , — Does not the man get an unearned increment on aixount of the long 

lease? 

.l,“ -Yes*, there ih no doubt iil*ont it. 

Q. You have given the rates and you show that the peroeniage» which yon 
take out of the cultivator’s protU, varies from 15 to C. 

A. Yes. 

Sir Percy Thompeon, — Q. Your rates are proportionate to the whole profit 
and not to the extra profit? 

A. -Yck. 

/>r. Vnranjpyr , (f. — You s»y “the net firofit to the cultivator is Its. per 

acre; the ccaier rate is Us. 5”. Hut if hi^ profit without water would be. 
eay Rs. 86, why should he take the water by paying Rs. 5? 

.4. — Hut it U'ould not bc‘ so inucb witboiit whUt. 7*be difFcrenre will be 
much more, though 1 cannot give you the actual figures now. 

^;.'“-\Vbat in the average profit sprcufl over a |HO’i«>d of t 4 *n .vearsy 

A. — I ratinoi say that ; that is more for the C’olbHtor to say 

Q — When 3 ’OU |»rop<»M* these ratios, that should obviuusly 1 k^ the hanisy 

.4. — Yes: we get our figures from the C4>lkx*tor. He would Ik,> nhh* to give 
us the figures. We are only conc*ernfxl with the profits that are made on the 
irrigated areas at present. 

— You take the average for ten years y 

A. — Yes. What we try to do is to find out what it cosU the cmliivaior to get 
his crop and what he pays for the land rent and we take the average. I have 
given the rent in my example oa Ra. 7. We arrive at his profit in the way 
i have mentioned and we take a certain percentage on his profit, 

— You give us an eetiiiiate of the cost of cultivation and Uie very first 
item you mention is ** cost of rent f*er acre Now suf^pcee yoo charge a 
higher rate for water. Would the tendency be for a lowering of this rentf 

4. — I do not know. We have nothing to do with rents. 

— 1« the excess profit madc^ on accjount of the low rates directly pocketed 
by the landholder r 

A. — the landholder considers that the man is making a bigger profit 
than what the landholder considem should be got, he will raise the rent 
within his limits. 
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(f,^Yon have put in eight Heme to »hoir el) the i^ergee tneuned hj the 
cultivator. Do you include in it the eapeniwe of Itviag of hts family 

A. — Yet, certainly the«e are jiwt the average figure». Bopervision charge 
ia allowed for the man who eultivatea. 

Q.-^Dom it include the reaaonable coat of living of the tenant? 
d.— Yea. 

Sir Percy THompnm. Q , — Do you mean you have included the ex{>enaee 
of keeping up a fandly in the figure of Ba. $8 per aorat 

A. — We cannot take into account the ex(>enaea of the famib'. Theae are 
baaed more or leaa on the coat of the |>eople who are occupied in the 
cultivation. It ia impoaaible to baae any .system on the coat of feeding all 
the dependenta of a particular cultivator. 

(^.•--Doea it include coat of fe<Miitig the family? 

d.^It does. By family I mean a very amatl family, chiedy the i'^ernom 
concerned in looking after the held. 

Dr, rarunjpur, Q , — How* many acreji would nn average cultivator 
cultivate? 

dl.--*lt 11 rather difficult to aay. I have not atudied the question. 

^^.--What is the average siae of a holding which a tenant can cultivate? 

A * — If is anything from a higha to 30 highaa. 

Q.«-^He could himself look after the holding only hiring labourers on 
exceptional occasions. 

4. — 1 am not prepartHl to give an answer, to that. I must admit I have 
never gone into tlie question. 1 would not commit myself to any answer. 

Q . — Affording to your rate, if a iiuui js cultivating ton acres, then it w'ould 
mean it w’ould coat him Rs. including €*x|K>nKe« for the family. It the 
average holding were to be two acres, then it would mean according to your 
rates that the (XNit of cultivation would t>e Hs. 54 including family expenses. 

4. — 1 do not profess to bo iilwofutely accurate. 

Q , — Just let ino know your iniprc^ioti as to w'hat is the average holding 
which would roaaonahly he cultivated hy a tenant. 

4. — I cannot reply to that iHX'ause I have never gone into that question, 
and I would not agree to commit myself. But any Collector can answer that 
question because they coiqe in contact with the revenue side of the subject. 

1 am concerned only with the supply of water and the preparation of the bills 
for water taken. 

Q , — When a tenant asks you for water, he specifies the number of acres? 

A. --It varies from one higha to 10 or 15 bighai. He may have brothers to 
help him and he may not entirely W doing the work himself. 

Q , — One higha is how many acres? 

A, — Five-eighths of an acre. 

Sir Percy Thampmn, Q , — 1 am not quite sure that the cost of maintena::ce 
of the family is includeil in the charges. 

4. — I would change my view alK>ut that. We base that on the cost of 
su|>eriutendence. W^e calculate the numWr of men that are engaged in 
work or the number of men employed, and accordingly allow that as the 
cost of maintenance. As for the family 1 would rather omit them altogether. 

TAf Preri^enf, Q . — In the case of irrigation enterprises, sliould one canal 
pay for the one that is working at a loss? 

A. — ^Kach canal pays its own way. In some canals we don’t expect to make 
any profit, in general it is expect to pay 5 per cent. We do not eicpect 
to have any loss from new works. Each canal is distinctly eeparate. 

if , — You do not think that profits made out of irrigation should go to the 
avtimaifm a# livleationt 
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A . — It is a busimw coaccMrn up to a oortaln point. If jron worn In ran it 
«• a bntixion, you could diargc mom. But at tho sanio iimo wo kavo to 
OQMtder ^ condition of tlm cttUiraUws. Wo do not want to horam thom 
too mneii and grind thorn loo much. Whilo taking a small proiK wo taka oaro 
to ioo that tho cttltiTator*s capacity to pay is not exceedod. 

9 . — If you ran it as a businoss coneom without raising tho ratos to tho 
'Oactoni beyond which the cultivators would refuse to take abater, can yon 
oartond irrigation f 

A . — ^The extension of irrigation is entirely governed hy tlio amount of 
water that wo get at the head works. 

Q . — There are smite schentes that are held over for aant of money. 

A . — ^There are schemes here and there. But I do not think it is posaiblo 
to extend the irrigation system greatly. 

9* — Is not the general tax-payer paying for the beiiehi of others because 
the whole thing is worked at a losaP 

A , — I will not go so far as that. The system is not run at a loss. The 
Sone canals are paying their way. 

Q — Yon must include the interest charges? 

A, — Yes. 

^•—Supposing all the canals are awkiitg at a loss, the general iax^-payer is 
paying and not getting any benefit P ^ 

A , — Such a Question has never arisen so far as I know. The question of 
land revenue will then c'ome in. 

9 . — Your land revenue is fixed? 
d.— Yes. 

9* — You supply water at a loss at the cost of the general tax-payer, 
d. — Yes; at the same time some canals are protective works. If it: a 
particular locality there were to be no canals, you might ^t a bad famine. In 
auch cases, the Btaie will have to pay very heavily. This will counterbalance 
it. 

9.*-Tfie main works are the Bone canals? 
d.— Yes. 

9- — ^The Sone canals are just paying their way? 
d.-^Yes. 

9* — dre the Orissa canals paying as navigation canals? 
d. — I have never been to Orissa. As far as 1 know there is one canal which 
is navigable. Others are for navigation and irrigation. The canals intended 
eolely for irrigation are very few. 

Q , — Does navigation pay its way? 

d.~They expected far more than has been realised. It ia a pity that the 
canals were designed for irrigation and navigation, because it la not at all a 
.good system. It is wasteful from the irrigation point of view. If it waa 
purely irrigation, then jt would irrigate a far greater area. 

9 , — TW Tribeni canal is s kwing concern? 

d.— ’Tee. It ia purely a protective work againat famine. It waa never 
intended to be a pmuctive work. 

9. — Is there any cdmnce of its being mads productive? 
d. — No chance for a great many years. 

— gir Hugh MePbrneon in a debate stated tJiat It is die contention of 
Oovemment that thmre shonid he a profit to cover at least the iniereai on the 
capital. 

d.---niai ia what we try to aim at. 

9 . — You don*t take the view that you have simply to pay the capital cost* 
d.^^Ko; in all new adhemes we must shw a profit, except In the oaae of a 
tumal which is destgned purriy as a protective work. 
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the poiition of the oiiHhrmtor eontidojred^ 

ii.— We ore concerned with the pervon who acttmll.T p*j» the weier mtew 
tkniietffiMMi the landlord m the cultivator hinieelf. Ordfnarilj, I am not im 
aytnpathy with the landlord heeaniie tho landlords are inclified to take too macii 
from the tenant#. 

Q , — ^The landlord may get much unearned iiicrement wliidi cannot oosne 
to you. 

4.— Yes. 

Q , — You have not tritKl to find a way to g€*i in' 

No. 

Sir Perry Thompnon. Q. — In the Bone canal you supply water by volotnef 

A , — Only for filling tanks for domestic pur{MMiee. 

i>r. i*aranipy*‘. — In one* placid it was represented to us that the charges 
!«>r canal water <y>iilcl l>e settled hy finding out the cost of raising water 
from wells. Is there any such practice in Bihar P 

.4. I suppfise there* is, but f have nevt^r considered that question. 


^ HALLETTt LC.S,t Diatrict Magistral * and Collector* Gayot 
was neat eaamined. 

IVn/fcn memomtulnm of Mr, JIaUeit, 

1. Fhdore proc'cMHliug to nnsaer the specific qiicj^tions put by the Committee 
it !s desirable to give a short account of the system of local taxation in force , 
in the province of Bihar and Orinsa with special reference in the case of’ 
municipat taxation to tin* provinions of the Municipal Acts now and pre- 
viously in force. 

*2. The income of District Boards which are rt^sponsible for the adiiiinia- 
tratioii *if rural areas is derive<i aliuust <*fitirely from a cx»ss on the annual 
value of luiuU; without going into unnecH'ssnry detail it is suffiicient for 
ptx*seiU piirp<i!*cs to say that each cultivating raiynt pays to the landlords one 
anna per riipo<^ of the rent payable by him. the landlord pays to Government 
one anna in the ruptM* U?,ss one anna for every ni|x^ payable by him to 
Oovernnient as reveniie. In all districts in this province tlu» rate is 
levied at the full rate. Apart from this, the only form of taxation which a 
Dintrict Board can impose ik a toll on bridges ; the provisions of the Lo<?al 
Belf-Governinent Act do not permit the impostiion of a toll on roads. Tnion 
Comniitt^HJS, which are established principally with a view to improving the 
sanitary conditions of the larger villages and baRars and which are sultordi* 
nate to District Boards, can im{>ose a |>ersoiial tax, the maximum of which is 
Rh, tK> per yeiir, while the Village Admltiistratioii Act passed in 1922 contem* 
plat4Mii the formation of similar bodies in purely rural areas and eiii(>owers 
them to impose a similar tax. The income derived from these sources being 
entirely inadi^tiate for the duiii^ imposed on the Boards, it has h^n siipple- 
inentecf principally by means of grants earmarked for particular purposes, 
c.g., for the construction of particular roads and bridges, but more usually 
for the development of primary education and medical relief. In recent years 
these grants, to meet recurring expenditure, have been distributed rou^lj 
in proportion to the population of the district and the amount of the eess 
inoonie per head of populatton, t.e., aocording to the needs and resources of the 
Board. Similarly Union CTominittees depend largely on ^ants received from 
District Boards and in no case that I know of is the income derived from 
taxation sufficient to enable the committee to carry out its duties even on the 
most modest scale. Union Boards constituted under the Village Adminktra- 
tion Act are only jnst coming into existence but it is to he noted that during 
the discussion of the Bill in the provincial council, the limits of the personiu 
tax erere considerably reduced and it was also made compulsory for a Disiriot 
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ItolMd to nmko a icrmut to the CTnion Boiird oqnml to Iko oiMUiii b:r 

i^Mtion. Fortumitel^p during the liwst ton or Aftoon ,vo9fi** tho Piwiociol 
Ckutorfimoni htm hmn in a tniNiittoii to tnako Uboral icraiita to local hodicii ; atifi 
henco the problem of supplenienting the reeoureeit of the hoard* by nieanii of 
taxation has not come prointnently fonrard. 

d« Municipal taxation aiaiids tii a different fimtiiig and it may not he 
out of place to trace briefly ita dereloptuent. In the early dayn of the Britlah 
rule town duties, which were of the nature of an ix'troi and which had be«m a 
source of revenue before the dnys of the llritiah rule, were rtvim|>cme<l by 
Regulation X of 1810, hut thi« tax swpplenient4*d by a tax on the rimtal ealue 
of the house and shop* imposed by Regulation X of 1810 was noi-appronriaiet! 
to lot'al iiee<ls hut w*as creilited to the general revenut*s, A few' years later n 
tax on persons asaeased by a panchayut was iin)H>s<Hl to itux^ the cost of 
chaukidars in some of the iarger towns and by Act XV of 1837 some portion 
of this tax conid l>e spent on the mutiictpal functions in cleaning and repair* 
ing the tow*ti.s in which th<* tax w^s U*vied. Of th«v*e three taxes, the tax on 
rental value of houses and the tax on persons have been reproduced as alter* 
native methods of nuinicipnl taxation and still from the chief soiirt'e of 
income of the niunicifialitie-i of Ihuigal and Bihar and Orissa. The octroi 
has not found a place in the Actn in force previous to the passing of the 
Bihar and Orissa Mtitiicipn! Act, lt*23, whicn empowers a mttritcipaltty to 
ttiipcMc any of the taxt^ (letailed in S>cln*dule II of the ^pheduk^ Taxt>s Rides. 
Act X of dehnitety intr<Kltic€Ml the Hvstem of inaking a tax on tliR aniiuaJ 
valtie of holdings, the principal source of municipal income^ thenun follow'- 
iiig the Kiiglish priH’edent, it also first gave pow'ers to impose a lax on hixtiriiHt 
such rtH elephrttit^*, cilrriagc^*, cart?k and horw^s. In addition to thesi'* taxes 
the pnwent Act following the provisions of the Bengal Municipal Act of 1B81 
enables a nnnucipality to impose additional tax(*s on the annual value of 
holdings, to iiu^et <*xpeiulftnrc inctirrml on special objects such m the cleaning 
of prtvaU* latrin«>s, the provinton of ii piptnl wfit€w-s apply and street lighting 
by gas or ek'ctricity. Of tlicM? the first, the latrine tax. is in fem^e (it most 
tow'fts of the province', the M*cond, the water tax, is in force in some five or 
six of tlie larger towns which have liei*n helpisl by grants from Ooverniiieiit 
or donation from private individuals to install a pi|ie<i water system, w'hik? 
the third, the lighting tax, has not yet been imposed in this provimx\ liike 
the holding tax the rate of ih(«se latrine nnd waU^r taxes is limtted to 7} per 
cent, of the annual value of the holdings, while the lighting lax is limited 
to 3 per cent. If therefore all these taxes were in force, and the n#»e<l for 
funds justified the imposition at the full rate, tlm total tax would he 25 tmr 
cent, of the atiiiiiai value of holdings. Tlie reinaiiitiig tuxes, c.ii*. on dogs, are 
of little ifH|iortance from the fKiint of view of income; this tax and the lii'efiM* 
foe oil ofiensive and dangerous irnd<^ are intended primarily to enable the 
Munictpality to control these trades or take sii^ps to (irevent rahicsi. In 
any case they do not make any marked addition to the ttiuniiupal income. 
Bimilarly the fees on vehicles pl.virig for hire are inteiidiKl mainly as a measure 
•f control, though under present conditions with the large inf*reas4' tn the 
number of motor vehick** plying for hire, they may lu' used as a method of 
indirect taxation wdiich will bring sfime npprecriahle addition to the exiguous 
income of municipalities. 

Q, io7.— 4. The list of taxes included in Schedule II of the Bchedttk^ 
Taxc4 Rules ap(>earR to give local bodies sufficient mtope in the iimtter of 
taxation. Some of the taxes pro|KMied are entirely tinsiiiiable to the ks^al 
eondltioiis in the municipalities of this province, a tax on mentals and 
domestic servants, while if 1 am correct in the interpretation of ihetu^ rules, 
there ia one inifiortaiit resfieci in which tliei^ rules require modification, 
Though an octroi is permitt^, a terminal tax is only leviaHle on goods im- 
ported into a local area in which an octroi was levied on or before July 6th, 
1917, a terminal tax hy which preautnably is meant a tax levied only on 
goods imported by rail and not on goods ittifiorted by road or river would 
thotefore not be leviable in this province. In my opiaion atseh a tax would 
he a very suitable form of indirect taxation tn many towns of this ptxrrince. 
Thofigh I have no personal experience of the octroi system, it is ofieo to the 



objcietton» mefiiioniHi fn ih» quotation given in qnoalioii No» 109 ; colloetioii 
diflenli and m»y lead to eatortion and other abttaea. On tlie otWr handy a 
tax levifkl on arttcl«a imported by rail is c^'' to collect, and if hnried on htxo* 
rice or aemi-lnxurieii auch aa keroaene oil and cloth and not on afticlea 
food. It in not o|>on to the objection that ita incidence is heavieiit on the poor, 
it do(m not aptiear to me to be impossible to devise a graded scale whereby 
the tax will fail principaity on the ctmsamem arbo are most capabW of paying 
and as 1 have pointed out in reply to question No. 106, the criteria to be 
applied tit the case of local taxes in this prm'ince must for some time to come 
be ability to pay, not betieftts received. It may lie argued that a terminal tax 
on semi*luxurieii such as kerceirie oil and cloth if imposed by a munietpaitty 
would be paid in the end by consumers not resident in the municipal area. 
This is to some extent valid, but the efbeient adiiiinistration of momcipalitiet 
especially those at district headquarters, benefits a much larger circle than 
those restdetii within municipal limits; for instance, statistics will show that 
a large and eflicient hospital at a district headquarters treats a far larger 
number of patients from rural than urban areas, while in the special case of 
centres of pilgrimage such as Gaya, there is every reason why tera|>orary 
visitors should pay for a hi^ standard of municipal administration. In- 
direct taxation is undoubtedly more popular in India than direct taxation 
and is in iiiaiiy resfHxrts more suitable and 1 am strongly of opinion that 
though some form of direct taxation, r.o., a tax on holdings must form the 
niideiissof municipal yet it must be supplemented by some indirect 

taxation such as a terminal tax or failing that an octroi — without the supple- 
ment, the inc?ome obtained will ne\’er be sufiicietit to enable municipal ad- 
minktration to be carried out even with a moderate degree of efiiciency. I 
have given in reply to c|uestioti No. 113 my reason for holding that a tax on the 
land values cannot be indefinitely increased. 1 see no reason why a terminal 
tax should not also be used to supplement the income of District Boards and 
other hiWIies responsible for the administration of rural areas. It would 
apfiear fMsrfectly jitstifiahle to tm|Kwe a tax on goods arriving at a station 
serving a large numlier of markets in a rural area. 

Q, {a) The cess on land wdiich provides the income of District 

Boards is in my opinion entirely satisfactory from the ecxinomic point of 
view. Being levied on the annual value of land, which is calculated by 
reference to the rent paid hy the actual cultivator of the land, the amount 
of the cess is in proportion to the ability of the cess-piiyer to pay. It may 
not, hoH*evor, lie out of placre to notice that in the district of Gaya, the rate of 
cess per acre of cultivate land is considerably higher than in other districts, 
owing to the fart that rents, es|>ecially thoae payable in kind, are high. This 
niight be put forward as an argunient in favour of usseMsing the cess on an 
acreage hasis instead of a rental Imsis, hut as even in Gaya the incidence of 
cess at the present rates is by no means severe, there appears no reason for 
modifying tne present system or adopting a system of assessment which would 
bo much morti» complex and would involve an elaborate calculation of land 
values. Under the present system of land revenue, the collection of cess ia 
also easy and generally this form of taxation may be said to distribute the 
burden equitably, to W easily assessed and to be easily collected. It thus 
satisfies three of the canons of good taxation. 

(b) 1 have no personal knowledge either of the octroi or termiaal tax on 
goo^. There is however in force at Gaya a terminal tax on all passengm hy 
rail arriving at or departing from Gaya station, the proceeds of which ajo 
intended to be devoted to the improvement of the accommodation provided 
for pilgrims. This is a simple form of indirect taxation which has mndi to 
commend it. This incidence is hardly Mi; it ta collected without any dtC- 
euHy by Hie railway companies and it yields a substantial income. 

(f) The main source of municipal income, the tax on the annual value of 
holdings is hy no means so satiafactc^ as the cess on land in rural araaa. 
Though 1 do not however reconunmd ita dlseontinuanoe for the reesona which 
I have given in reply to queatien No. IIS, I do not oonaider it pcastble to rahie 
the rate tax to an extent suflesent to give municipalities an iiioome suS* 
dent for thdr duties. It would he quite impoesiUe tn India to have a rata- 



in tlie £« uaIm tnc^oiii* ol mmiimpalitkt t» ittarMtd, 
liMir Adnunittrstlon will nwrer b« It is liur this iw s so n that I 

hsTs swggssIsMil tbst k6S|»tii|i; the tax oa boldiiigs as a imcIsttSi tbs tarmiiial 
tax sbould be used to sitppleitietit the tnoome. 

6. My reasons for coasiderinn: the tax cm holditiipk to be imsaiisfaetor^r iti 
India or at least in the towns of the urorince are ns follows! — The annual 
raloe of a holding is cakulat^ with reteretiee to the annual rent or the €smk 
of eoDSiruciton of the building and the ground iwnt. In most prorinoial 
towns the number of booses and shops Jet on rent is considerably lower than 
in English towns and this fact makeii the task of raluation more difficult. The 
following quotation from Public Finance by M. K. Bobinson shows one lA* 
jection to a tax on holdings even in England. “ Kor of course is one iusti* 
fied in assuming that the annual value of their fixed property is an index of 
the ability of the tax-payers to contribute to the rates. It is probably broad- 
ly true that a man occupying a large house js usually better off than a man 
occupying a smaller house but he may be compelled to occupy Uie larger house 
because of a large family and there is certainly no reason to think that tax- 
paying ability varies according to the rent paid. The most that mn lie said 
for the system on the grounds of enquiry is that it affords some rou^ com- 
promise ^tveen the two ideas of paying ai'cording to lienefita rwwived (iiceu- 
piers probably deriving benefit from local ex|>enditure> and uaying according 
to the tax-paying ability (the heaviest payment probably falls on the wealth- 
ier^!).'' In India the in<M|uity of the tax is even more marked. 1 have 
said above in the case of municipal taxes the criteria should be rather ability 
to pay than benefit received. Caiies are not uncommon in which an impover- 
ished family live in a large house and with difficulty pay the tax aieessed; 
on the other hand a shop keefH^r owning or occupying a small shop is far 
wealthier than the owners of many large houses. 

7. In view of this inequity it is not desirable to levy the tax at a very 
high rate. Again a tax on land value is suitable for towns in which land 
Taluee are on the increase owing to the demand for land for residenoes, 
factories, shops, etc. Buch a demand exists if there are ffourishinfl^ indus- 
tries which attract population to the town, and when there is a rapid increase 
in land values, the local authority can equitably take a large share of the 
increase and thereby secure an adeciuate income. But the towns of Bibar 
and Orissa have no industries, the population is not on the increase^ and there 
is little or no demand for land. A tax on holdings though suitable in English 
towns or in Calcutta or Bomliay is thus unsuitable to the conditions of de- 
cadent towns ol which there are many in this province. 

309 and 210. — B. I have no personal exiierieniw of the octroi or ter- 
minal tax but as 1 said in answer to question No. 107 the terminal tax if levied 
principally on luxuries or semi-luxuries is ver^ suitable to Indian eonditlons. 
I surmise that the chief reason for the retention of the octroi is to be found 
in the fact that the difficulties of imposing an equitable direct tax are far 
jpreater in India than in western countries and Indians generally prefer an 
indirect tax to a direct tax. 

Q. 112, — 9. Tolls should not be generally maintained In India, and should 
only be allowed jn a few exceptional cases. My chief reason for holdiuj^ the 
opinion is that the roads and brtdgee on which toll gates would be eetablisbed 
would be principally used by peopk who have already directly contributed to 
the cost of their construction hy fmynient of road cess on land. It is also 
particularly difficult in India to prevent extortion and oilier corrupt prac- 
tices by farmers of the tolls and the imposition of toll undoubtedly causes 
a good deal of hardship to the people living in the vieintty of the tml gate, 
eiqyecially in distant rural areas, while if it impoeed on roads on which tiie 
traffic k heavy, it may tend to deereaiie the tramc and so hinder the develop- 
ment of trade. 

0. UM. — 10. Tne question whether the ceca on land should he levied in 
wheie or in part from the owners trenches on the diflieult question of the 
Permanent ^Uement, in this pmrt of India. The prssetit systmn wherebr 
the csss is paid half by the occupier and ludf by the owner is suitaUe as long 



M til* 4 MM i» mi m low rate; it is pcosible that if the rate of tho oeee 

wore titcreaeed^ the present dietribotion might throw too heary a burden on 
the landiordi. 

IK In the ease of the house tax, as a large number of holdings in Indian 
towns are oectipted by the owners^ the queation of who pays the tax does 
arise to a very marked extent. In the ease of rented holdings, the Munici- 
pal Act (section 100) provides for the payment of the tax on holdings by the 
owners, and the latrine tax by the occupier. Of the water tax, Jih is payable 
by the owners and fibs by the occupiers, while the lighting tax is paid wholly 
by the owners. This provision has been made so as to make the tax proper* 
tionate to the benefit recwiveil. In many eases the holding tax is paid by the 
occupier, by contract #ith the owner. 

Q, US. — 12. In connection with this C|uestion it must be noted in the first 
place that the first Council under the Reforms Scheme in this province showed 
a marked reluctance to remove the limitations which are at present in force 
in regard to the land cess, which is the chief noimo of ifuonie of District 
Boards, and the tax on the annual value of holdings which is the principal 
source of income of municipalities. Though many demands were put forward 
for increiised fundu to l»e iiiade available for the development of education 
and metlical relief, yet as far as 1 recollec't no member ever put forward any 
suggestion that these funds should he ohiainetl hy means of additional taxes 
or that local bodies should he empowered to add to their resourcDo^ hy enhanc- 
ing the sates of the present taxes. The Council was gerterally of opinion that 
additional funds could la* made available hy retrench men t ; and when it was 
made clear that such measun^s of retrenchment as w*ere practicable would not 
be sufficient to i^lacto the financfs* of the provinc'e on a satisfactory basis, they 
only agrcnyl to a iiifKlf^t inrr«*ase in indirec't taxation liy means of an increase 
ill court-fe<»H, stamp duties and registration ff‘es. The opinion of the new 
Council ill this provirn^* on the subject of taxation was probably similar to 
that expresseil in other provinces and it goes to nhnw that there }s among 
the eUvted representativiw of the fteople a strong f€»<ding against any increase 
in direct taxation. In the Bihar and Orissa (’’oiincil this feeling was also 
maiiifc*sUHl in the disc^iissions of two hills for the improvement of Local Self- 
Government. In the Bihar and Orissa Municipal Bill as introduced in the 
Council, it was not prti;)os4.»d to reitmve the former limitation on the tux on 
the annual value of holdingH (cf.:., 7J per cent) but even a modest proposal 
uitue<l at increasing the funds of n iiiuntcipulity available for genc?ral pur- 
f>os><*s wa« rejei*ie<l ; this proposal was merely that the latrine tax which under 
the loriner Act was limited to 7| f>er cent of the unmial value of holdings 
hut which was seldotii levied at the full rate, bec'aiise the proceetls of the tax 
ctuild only Iw devotCHi to ineetiiig expenditure incurred on cleaning private 
latrines should bo converteil into a general conservancy tux, the proceeds of 
which should l>e expended on all forms of municipal cotiservancy which had 
formerly to Im» met from the general fund and from the proceeds of the tax 
on lioldingH. .\gntM in the discussions on the Village Administration Bill, 
which aimed at setting uf> sniall village bodies wiUi powers and funds to im- 
prove local conditions, the moilest taxation pro)K>sals were severely criticised 
and would probably have been rejected entirely, if a clauae had not ’^n 
inserted making it compulsory for District Boards, under whom these village 
bodies were to work, to make grants equal to the amount raised locally by 
taxation. 

Ul. I have veniuretl to €|UoW these facts which came within my own 
ext>erience as a member of the Bihar and Orissa Council from 1921 to 1923 
and IIS a meiuher of the Select Committee aiiicb deolt with these Bills, for in 
any disimsston on questtoiiH of taxation this point of view of educated Indians 
must l>e recognised. Even though a removal of the present limits or the 
rates of local taxes were abundantly iusUfied, there is very little doubt that 
not only would any such proiKisAl meet with strong opposition in the provin- 
cial Council, hut also local bodies would be very reluctant to make use of any 
^wers of enhancing taxation, having been encourani^ by the policy of 
Government and the liberal distribution of grants to be spending rather 
than taxing authorities. There is a marked difference between the financial 
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of kxciU bodicft in Indio ond EngUind; in Bngjond iSm loco! hodl^ 
roi«e tlietr rote» titl tbe^ ol»tain on income odeqnoto for their needo; in Indio 
hMDol bodies curtoil their expenditure titl it boiiincfe their preNont incme; 
they then look to o paternal Gorerntneni which they amume has an inex« 
haustihle purse to come to their aid with liberat grants. Thus the first 
resson against removing the present limits of the cesses and land taxes is to 
be found in the fsct that public opinion would be strongly against this 
increase of direct tsxstion. The reason may not he a good reimon. nor a 
reason to be considered if taxation is being examined from tiie theoretical 
and economic point of view, hut it is important from the point of eiew of thsr 
practical politician. 

14. In the case of the cess on land, a further diflhulty in the way of 
moving the limit is to be found in the fact that any such proposal in this 
province if it involved additional taxation on the land-oa^ners would be 
opposed on the ground that it infringed the |»ernianent settlcuneni. On- the 
other hand, it would hardly equitable to place the whole burden on the 
tenants. Apart from the existence of this opinion there is no reason why the 
cess on land should not l^e raised, for os I have shown atuu^e, the cess satisfies 
the canons of good taxation. 

15. The limits of the muniripat tax on holdings cannot be raised to any 
marked extent; 1 am very doubtful wbc^ther the tax should l>e raised above 
the prescuit limit of 71 |^>er rent on the annual value, for as 1 have pointed 
out in answer to quc^Htion 108. the tax is not tspiitahle in its iiicidmire. 

16. The existence of these limita lions certainly does not have the effect of 
compelling Ick'uI bmlies to othc^r U^m defetisiUk' fnrmH of tiixiition ; it merely has 
the effixa of making ihetr adminisirntion inefficient. 

<?. ('rider the Bihar and OrtHMii Municipal Act 1025 (sis^tion 84) 

where the aggk‘«^giite aniiuat value of nil the holdings held by nnv one owner 
do€^ not exceed cix the tax is not imposed on any of the holdings. 

This exemption in as far an I am aware siiiiahle. In actual practice uImi 
the tax is not inirwjiiciuly remitted in caM»s of ex<*essive pov€*rty. 

Q. 115. — 18. Ah land within the iniiiiicipiil limits in this proviiwx^ has little 
or no iindevelo|»tHt value, this C|Uf*»tion does not arise. 

Q. llVt.- VJ, 1 have no rx|K‘rieiic€» of the taxes iticiitioiifMl, hut there is 
one point of some iinportaiHs* adiich arises in this eoiim*c.‘tion in regard to the 
taxation suitable for rural areas adniiiiistered by District Hoarda. It in* 
sometimes urged that tin* whole of the? inconie of District Boards is derived 
from the ciiltivaiing or la nd Hiwniiig claubses, aiifl that the coniinercini and* 
trading cla-'w^*?* do not contribute towards the income of lfH?ul bmlii^, though* 
they are both able to pay and heii€*ht by iittproved admiiiiairation. There ia* 
considerable force in this contention, but it is difficult to suggmt a remedy. 
An indirec t tax on gcHKls itii|>ortc*d into the area would fall on the consumer 
not on the trade; a tax on holdings in haauirs and villages would Int difliciilU 
of asssesHinent and difficult to c^olh^q ; it uImi wciuld not nv^ult in the trading 
class paying according to their ability. The only pmsihle tax W'Ould, there* 
fore, be a jiersonnl tax or form of income-tax, appropriatiHl to ImrnI iMKlies; 
trader^ and others might pay an additional aiiiia or s<i in the ruftee as a local* 
tm^mo*tAX in addition to the ordinary iiicowie-tax. 


Mr. Hglletf gave oral awidenca at f^bwa 

Dr. Paranipyt, 0. — I would like to know something from you about tha* 
cost of cultivation. Mr. Bounders just spoke to us about the coat of cultiva* 
tion and ohowed ua eight lietiui of expenditure of the cuHtvator: coot of rant^ 
cost of teed, cost of ploughing, cost of sowing, transplanting, weeding, cutting 
and other miscellaneoui charges;. I asked him if that fneluded ihe cost 
mainietiance of the family. He fiiwi said it did and then that it did not. 
To decide that point it is necesiMiry to know what the average holding of or 
tenant is. 
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4.— 1 li«T# goi the MitkiDAtit report of tlie Oaja di«tnct in my ksad. 

3'6 eeres io the average aiae of * holding for the whole diatriet. In thia 
particular canal irrigated area, it is probably slightly higher ; say lour to fire 
acres. 

Q.— According to Mr. Saunders the cost of cuhiration per acre ta Be. 27. 
How much would you allow for the hrst seven items he has mentioned? 

A. — I am afraid 1 do not know exactly what the cost of cnltiration would be. 
But 1 am inclined to think that the estimate is a bit on the low side. In 
calculating the cost of cultivation whether hired labour is employed or the 
members of the household attend to the work, the money value of either should 
be taken into consideraHlon. 

Q . — That household has to be fed and maintained? 

A —Yes. 

Sir Percy Thampsm, Q . — Let m take the ease of a holding of one acre. 
You would not charge the inaiiitetianee of the whole taruily on that. 

A.*^The holding would be inadequate for the family which would have to 
be KUpportefl from some other source also. You will have to calculate the 
amount of labour necessary for the cultivation of the one acre. 

JJr, Paranipyt. That is why I wanted to know the average bolding. I 
wanted to take an avt^rage family’s work ami amount that could he allow- 
ed for of tnatiitenance of that family. 

A. — As far as my experience of this district goes, t.c., during the last four 
months, that part of the district where they have canal irrigation is consider- 
ably better otf than those parts where there is no canal irrigation, although the 
rents are higher there than in other parts of the district, and although they 
have to pay canal rate. 

^.—Supposing you increase the water-rate, would it to that extent diminish 
the profits? 

A.— Yes, consequently the tenant*# ability to pay rent to the landlord would 
be rciluced. 

X . — If the rate were to be increased, will it have to he paid by the landlord 
e tenant? 

A.— We must eotislder two different cases. IVe have produce rent and cash 
rent. In the case of the produce rent^ the produce is divided equally, half 
and half, and the water-rate is also divided equally between the landlord and 
the tenant. When it is cash rent, the water-rate is paid by the tenant. Bo 
that if the water-rate was raised In the case of the cash rent, the profit of the 
tenant would be reduced, and the profit of the landlord would not be affected 
at all. 

Str Percy Thompson. O. — If the water-rate is lees than the real value of 
water, will not the landlord Immediately put up the rent? 

A. — All these people have got occupancy righte and their rent cannot he 

cavity raised. 

Q , — Occupancy rent is considerahly lower than free rent? , 

A.— I am not prepared to give a definite opinion on that. Renta in thia 
particular area are rather high, and may be nearly as high as a free rent. 

Dr. Paranjpye. Q . — Is the landlord entitled to increase the rent in the case 
of the occupancy tenants? 

.i.— No. It is only after the stipulated period is over that the landlord 
can increase the rent. Certain conditions also have to be fulfilled before the 
increase is made. 

Sir Percy Tk<mp$m. Q . — ^You say that the cultivating raiyat pays road 
cees to the landlord at one anna per rupee of the rent. The laMlora pay* to 
CbTemmenirless than one anna pmr rupee. 

A.— There is a mistake there. It should be half an anna instead of ena 
anna. 

Even then It is possible lor the Mndiord to make a profit out of the ocasf 
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A . — It max be. But I do not tbtnk thnt eudi n rate ew tia|^pm. 

The Prestident, ^.--Clan you tell us what the land rmnm of Bihar hf 
A , — Not o£F*hand, About tiro crorea. 

Sir Perry Thmnp$m. Q , — Is it not wrong that the e«*t ahonid be leried 
from the owner at all, it is the occupier a*ho get^ the heneht. 

An — I personalty see no objection to lerjing ceaa, if the rate is raiaed« firom 
the oocopier who gets the main heneht, except that it is directlj opposite to ^e 
existing principle. The existing principle is half and hall between the lawd^ 
lord and the tenant. By making the cultivating tenant wholly reepouaiUe, 
you are inirodiicitig a different principle. 

Qn^lM it not the snine thing in the case of the house tax alaof 
An — In the majority of cases it is the occupier that pays. 

Q. — 1% a record kept of all the rentals for the purpose ol tisaesaing K^mf 

A, — ^Thc landlord files a statement of his rents and it is checked hy the 
assessment authority, who is the Collet'tor. All the cash rents are recordf^l, 
of course, in the Neitleuieiit nxHirtl of rights, so that it is an easy matter to 
ascertain what the cash rentsS are hy refereiu'e to that rett>rd. 

The president. Qn — Is that kept up-to-date?' 

An — Xo. The theory is that it was to he revises! after the {mriod of 15 or 20 
years, but the Council has refused funds for the revision ofierationsj^ 

Dr, Pama/py#*. (>.~--What happena in the case of suh-infeudaiioiiP 
An — I cannot give you a dctnileti answer without referring to the Ois 
Matuinl. 

The President. Q. — These rents are settled by the Bettleiiieni Officer f 
A.— ‘Yes. They are generally recorded by the Settlement Officer under the 
Teimiicy Act, 

Q . — ^The landlord has power to alter the rents si> settled P 

A. — He can bring a suit in a court for enhancement of rent under certaiin 
conditions and after a <*ertain periwl. 

Q . — He cannot alter the rent without a suit ? 

A. — He can also enhatn^ on contract; but subject to certain limitations 
as to time and amount. 

-So that the aaseHsment may he made on a rental which is oonaiderabty 
less than the actual * 

A. — In that case an eiu|utry will be made to aM^eriatn whether any latge 
increase had been made. If the settlement record is an old one, you would 
certainly take steps to cM:ertiiin whether the rental in the settlement record 
was corret^t at the time the valuation was made. 

Could w'c take the prt^sent fyjllection of c^eaa as giving us a proper index 
to the total rental of the provitice? fs it sulbcieiitly ac'C^urateP 

A. — I think you could. But I am not prepared to be very definite on the 
point. 

Q , — f siipiHise the cess d4MM» not include the landlord's other tncotite. 

A. — ^The cess k aaseased on the mirat income over and above the rented 
area . 

Qn — In the case of the Village AdminUtration Act I see you say that the 
itmita of the personal tax were coitstderably reclitced, and that It was preecribed 
that the District Boarrl should make grants to the rnion equal to the amount 
raised by taxation. U not that likely to be very embarraaatng later onf 
A .—Extremely. 

The powers for taxation of a Union Board are very spall P 

A.— Tea. I admit it might become very embarraaeiiig if the eeca waa apeut 
purely on the local services and was not available for the general services of 
the diatriet. 



dittiributian of tho ipmnts it tccording to tho fxnmlfttton and tbo 
4€0tt tncoftio per bead of populatioii. Bnrely the more tpertM^^r populated the 
djttrict it, the more difheult it is to keep up the roads. 

4.— *Thit particular is ouljr in regpsrd to granit for edueatton and 

medical relief. It it not with reference to conttruciion of roadt. The poorer 
the Dittrici Boards , the larger the grants given. 

Q . — Ton tay that Government hat been in a poeitton to make iiheral grante 
to local bodies and hence the problem of tupplenienttng the resources of the 
'bcNirdt by means of taxation has not come forward prominently. 

A, — ^Yes, we have been w^ell off for the last few years. 

Sit p€,rcy ThmnpMon, Q , — Does the tax on pertont for chowkidari purpoeea 
work saiisfaetorily ? 

A * — On the whole it can be said it works tatitfactorily, though the richer 
people do not pay proportionately and the maximum is very low. 

G* — ^The chowkidari tax is really a provincial atteatmetiiP 

A, — Yet, it it made by chowkidari panchayatt who are appointed by the 
*Sub*0iritioiial OfKcert or the District Magitirattw, and they are retpontible 
for the assiminent and collec^tion. 

They are responsible to the provincial authority and not to the local 
authority h 

4. — Ym, They are responsible to the District Magistrate. 

Q , — In the cate of chowkidari tax, it does not come into the provincial ao> 
emunta at all ? 

4.— No. 

What 1 ask you is that Proviiiciul Governineiit has notluiig to do with 
itf 

4.--*‘It hat nothing to do, except to see that it it realised and pro|>erly 
«di«tributed. 

Q , — The paiiehayat takes 10 |>er cent for the cost of collection. 

4.— Yes. 

Q , — You advocate octroi us an additional iiiour<*e of municipal taxation? 

4. — As 1 have said, I have no sufficient |>ertonal knowledge of octroi to be 
able to give a definite opinion. What 1 find is that it is very difficult to get 
41 munictpality to impose a direct tax. On the other hand, it might agree to 
the imfKisititm of o<‘tr«>i. My point is that they want more income, hut that 
they find that public opinion is against their imposing sufficient direct iaxa> 
ftion though they are entitled to levy such a tax by taw. Thus they should 
reeort to the imposition of octroi or some other form of indirect taxation. 

Q , — You don’t agree that the house tax in India is a very satisfactory tax 
^because it to some extent, as in England, measures the ability to pi^F 

4. — No, the house tax in India does not represent ability to pay and hence 
it is more resented than an indirect tax. 


Q , — What is your view about octroi? ]>o you think it is a sound tax? 

4.~I have. never had any opportunl^ of seeing the workii^ of octroi 
tmyself. I <|uite rtcHigtiise all the difficulties of collection of octroi. For that 
reason 1 said in my note that a tax on goods arriving by railway would be 
oasier to collect and would he preferable to octroi levied on all goods coming 
in from the surrounding areas. 


0.«-*-lloir would you prevent the municipal hoards fitnu thus diifliiis tlie 
burten of taxation on to the poor.^ 

4. — ^That, of course, would he diticiili, but if the scale of octroi has to he 
•auctioned byiHwentinent, that would be some safeguard. I quite agree that 
there is the risk*of thdur putting on the octroi and reducing the hooee tax. 
llfh0U I talked about the terminal tax, 1 bad in mind a tax on arttdes such ae 
Ath ttid htteiiue eU. There is a tremendous amaant of it that eossit f» 
a big headquarters town. 
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Tkt Presidtni. Q . — You ms that in ih© district of Ga^a tlia rata of cass on 
«cultiiratad land is cormiderably highor than in otbcr diAitricta, Why is it so? 

A, — Ona reason is that cash rents are higher than in other diatricta, but 
whether this is due to higher productivity of the land, I atti unable to say. 
It is partly due to the vary large percentage of the tofai area held on produce 
rent. In calculating that a very high valuation was taken, 

Q. — I>o you get sufBcient return out of noiKagricultural lands? For in* 
stance in Gaya, do not outsiders keep houses in Gtiya, as tiiey do tit Ilenat^^? 

A. So, 

Q , — The terminal tax on passengers is handed over to the board? 

A, — No. It is levied by a separate iKHly called the lAKlgingdiouse Com* 
tnittee. 

Q, — You cannot us© the pilgrim tax for the general sanitation of the town? 

♦4. — No, The two biHlies ore different. 

(f , — You make an important point fihout tolls, your obiec^iion against this 
<is that it null have to lie paid by* the people %vho are already paying land 
reveiiue and cess? 

,4. — In the outlying area.s that is exactly the ptwiiion. 

Q , — Is the toll money earmarked? a 

A , — It goes to the District Board. But you cannot recover more than tho 
cost of the bridge, and when that is rcnxivereil, the Wit umst be diiK^onttuiied. 

Q. — C/Ould you tell us why the revtfnue from lor*nl rat4^ have rtj»eii so cnor* 
nuiUHly utthiti the lust ten years The revenue has riMni from hiklis to 
7<i Uikirs Kince lVU2«l‘t 

A , — Originally the Public Works cess wont to Guveriimetti and only the road 
•cess a*eiir to the District Boards. The 2.*i} lakhs |ireHiiijiably inclittles the road 
’ cess only. 

Q . — In the colliery areas, is there any provision which rtH|titriMi that all Uio 
ceases on coal mines shouUl go W the iMuiefU of the popuhition of the loc^tU 
area? 

A , — That has always Inwm a difftctiiiy in Manbltutn. Tho whole of the ooaiaia 
on tniiii^ is realis4Hl in Dhanhud subdivision, hut a I'oriaiii amount of lliis 
ceas is spent on the rest of lb© district. It has always Ikw^ii a sourr*© of dispute 
hetu'cen tho two parts of the distrhd. 

Q , — la that the vme with tho Jharia Board of Health ceaa? 

A. — No, both the ccaa imposed by tho Jharia Minos Board of Health and 
that impost by the Jharia Water Board are raiMHl ninl spent )cM:ally in that 
Area. 

(f ^. — Do you know of the IhMigai lii^irenchiiK^ni Oinniiitet^’s propoaata? 

No. 

Q.— One itiatn feature of their proposals waa that aince tooa! bodiea hart 
power to increaiii© th© tax on land and Government have no such pow*er, e'er- 
lain functions ahoiikl Ije Iranaferred from Government to local bodies and 
these should pay for them from the increa«M»d cess. 

A , — ^No such policy is ado|>ted here. 

Q , — In answer to Queatum No. 115, you say that land witliiti municipal 
limita in Bihar and Orissa has little or no undeveloped value. Haa It no valu# 
at ^ F 

A , — ^Waate land within a munictpality has a very small value in ihis pro- 
vince. 

Sir Ptrt^ TkmnpMon, Q. — ^Take, for insianot, land which has been agricul- 
.turai and which is included in the municipal area. Wliat hapfiens to thatF 

A , — In most munieipalitiea H is amesatd to a small holding tax. 

Q,^A piece of agrieiiltiinil land/ which is nri^hly wofth only one-loorth 
-of mo sum that it would he worth when a building is eren^rl on it dees not 
any nuwe than land reveaeoF 


P 
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it .—No. 

Q , — The vrbol# increment goen to the owner? 

Ths Pr€$%dmi, Q ., — ^fn reply to c|iieetton No. 116, yon propose a persona! 
tu ; wonld not this lie in addition to the chowkidari tax? 

aay that it might He leried in the form of a local income-tax which I 
anderatand is imposed in some cases in continental countries. 

Would not the simplest thing be to double the chowkidari tax? 

A. — 1 want to get at the wealthiest of the trading classes who pay the 
income-tax. 

Q , — ^Would you like to have it assessed by the income-tax authorities? 

Yes, that would simplify the question of assessment and collection. If 
onise you put on a Me<^in 1 d chowkidari tax, it would have to W collected by the 
people and cotisec|ueiitly it would lie much more difficult to realise it. 

Is there any difficulty in realising the chowkidari tax? 

A , — There is not very nuuh difficulty at present, but there would be if you 
increased it. 

Q , — Does the cultivator pay the chowkidari tax? 

A. — Every householder pays it. 

Q , — You say. that a tux on holdings in hasars and villages would be diffi- 
cult of assei^ment and difficult to cotlecd. 

A*— Yes. 

Q . — Have you any public markets? 

A. — There are some in municipalities; there are no publicly-owned mar- 
kets in iiiofussil villager. 

The landlords levy coii.«»idcrable taxation on them? 

A.— Yes. 

Have they any right to do that under the jierinanent settlement? 

A. — 1 cannot give a debut te reply ; Goveriiiueiit themselves make a hand- 
•ome profit out of markets in Government estates. 

S .-— In Madras, District Boards make a considerable income by building 
ets and levying market fees. 

A.->-That is, 1 believe, also the case in the United Provinces. It was con- 
•idered desirable to give similar powrers in the Village Administration Act 
which was passed last year, but unfortunately the proposal wa$i not accepte<l 
by the Council. 

i .-— Is there anything in your Act which requires a license for a private 
et? 

A.— No. 

g , — ^You cannot enforce a decent market administration? 

A.— -You could pombly frame bye-laws under the Iiocal 6elf-6overntnent 
Act, but there is nothing %*ery definite in the Act. 

g . — In Madras, every private market has to have a license and unless it 
eomes to a very high standard of adminiairaiion, the license is refused. 

Pr«f . E. A. HORNE. iUL. PnfMMr «f Emmouc*. Pataa 
^ C o B u f t , was Msd a iainh i wi . 

IFWHcw mem^mndum pf Prof. Hornt. 

h 

faMtiwi.— <l*fr eopita inoon*; soil distribotuMi of 

1. Two oitiraotw of pet* capita iacooio bare bom aado, odiieb oio not iiK 
oMM in AaBoznro B. Tbo &«t'b omteiiMd in nn nrtidb cenbibated to thw 
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JfRimal <xf ths Royal Statistical Society (Jana 390S1) by Mr« F. J. Jktkinson, 
It is as fdlovt:-^ 

British India (excluding Upper Burma and Baluchistan)^ 

1875 . . R«. 8D5 | 18S5 . . »s. 88*5 

The ^neral opinion, as expree»sed in the iliscussiou u'hich lol^wad the read* 
ing of the paper, was that Mr. Atkinson had certainly ovareHtimated India’s 
national income. Tlie other h t^ntaiiied in an article ccnitribut^ by the pre- 
sent writer to the Bengal Economic Journal ( January and ts as below 

Briti'ih India (exclading Burma). 

!81>1 . . Rs. 2S I liUl , * lU. 42, 

III of the gtniend price level of the latter hguro would be 

aWit Ri«i. 77, 

'J, Profev'sor K. T. Shairs hjiiire »ll«. 74 ic^r t»? «*onle?iii€?<lly iiiooui- 

plete. since he oiiiit,s many imiJKirtant itemw of non-agricuitursl income. 
Taking thf* latter an ,%<J per cent of the total agricultural iucouie. aa mtimaUHl 
by Proie#5or Shah, \vc should have a i*tr rci/ufii income (for the whole of India) 
of Ra. llth Making thij* convctioii Profe^Aor Slinh’s estimate agriH»)ft fairly 
clo^^ely with those traiiit^l hy Mr. !8hirrasj and Dr, tiilberi Slater (for the 
Madras Presidency only> : hut. in my opinion, all thcAo cvAtiiimtea are viti<*te<l, 
af» a money expreiiAion of liidiaV natioiinl imome, hy the fact tliWt they are 
biiMr^d on uhoh'Aate i large centrei prices*. Theve tiuhide w*holeaalera' j«rofvtii 
ami numerous otlu*r item?v, w hich either should not Iw* couuUmI at ail (aince only 
a traction oi Imlta s agricultural product? ionu ?* into the market), or tdM» are 
coMnted twu'c ever. Their e^tiinate^. I loii^^itlcr, are **uhjt'ct. on ihia acioiiiil, 
to a rtMluciion of from 10 to 15 |K»r ('toil. Further, the e?viiniat<« frainctl hy 
Mr. Shirra^ appears to me to exaggerate certain items. For example, the 
natfonal milk supply is cHtitnated at no less thiiu one tnauiid per heail per 
annum . and is t ahuMl at 4 -eei> (or Ic^a) to the rup«>e, giving a prr rr#/>i0i incoins 
Oil' <his *»nc item alone <if over Ji,s. lO; arid to this is atlcied i^tniw and fcKlder 
worth close upon Rs, 5 to lU. ti per head. Again, when it is retMenila?rt*<l that 
the hulk ol the |u»pulalion rtd timed at the Census timler ** lndu?*tr>" ” consists 
of tillage urii^an^ and craftMiieii, the average nunual earaiugs of tlua class 
would appear t<* have hcen greatly over CAtiinnted. 

d. For measurtug the tjroufh of India's national ineome. and bonce tho 
growth m the taxable capacity of her population us a whole, the valiio of such 
tsstimates is great ; .'ind it greatly to Ih' desirml that more suitable tiiaierials 
should bc‘ made available for the purpose. A thorough and syst4*imitic overhaul- 
ing of agrii uhtiral statisticH shoiihl give m the materials for a sufUcient- 

ly reUahle estiiivate of the national income from agriculture, w^hicli makoiit up 
rotighly two-thirds of the whole, A |H*rimlic c-eusu» of prmluction, Uttnt«ic! t<i 
inj^peet^Hl tiHtH*i» and factoriiis*, would bo a comparatively incxpen^ivo iiiAitor* 
and should yield most valuable ailditionaj inateriaJ. 

4, Of far greater importance, however, so far as the inrideiu?e of iaxaUon 
on different cla^seii of the fKipiilatioii is cotK-erticii, is more accurate knowled|;e 
of the way in which India w national income is diMirilniitd. The triaterial avoTl- 
able for any classification of incomes is, at present, of the scaniifwt. lodeei]« 
practically all we know with any certainty is that there is a low general avoraga 
for the masses of the population, and that the comparatirely welhttMlo and 
richer classes form a very wixiall minority. What is wanted hare is an axtaiuiiva 
economic enquiry extending to ail parts of India. The ptqnilation would be 
diridad into well*daffnad aconomic classes \ and the aim of the anquiry would ba 
to enable us to eaiimata their relattva numafieal importanea^ sm hy taking a 
suHcient sample ” of each to judga of its relative aeonomk condition. Atkin- 
son and Shah attempt to give soine indication of how the naiional incarma hi 
distributed. According to the former, the ** richer ” claamia in 1885 numbared 
24 per cant of the population with an average income of Rs. 206. Aeoofding 
to the latter, the ^Vridber” rhmm in 1921-^ numberad 7 per emi with an 
nvermga inomae of Ra« 885. 



0* 1» wiMit I wt»h to ftitoir tho cardisuil IwportAiio# of iooio nriioblo* 

tWmfhaifmk of inoomoi/if wo are to bo in a ponaim to say wbollior tibo Imrdoii 
of iaaatioii (in iorma of iho actual aacriicse roquired) to fairly distributod or iiot« 
I do not claim lor tlio biproo, wbieh I uoo to illuotrato my potmt. tbai iboy 
are anything more than intolltgoni gtteiio work. Lot tio aooume that (1) the 
** richer clanoeo nnniber 121 tnilliono (i.c., 5 {>cr cent of the total popnla* 
lion of Brittoh India), and enjoy an average income (1921*22) of Re. 40D. nu^ng 
a total of Be. $00 erorea in all ; (2) the ** poorer " claam num^r 2371 
miUiofis, and enjoy an average income of Re. 70^ making a total of Be. 
erorea in all; (3) the population, an a whole, have an aggregate income of 
Re. 2,162 erorea, or Ra. per head. Then let tia distribute the central and 
provincial taxea for 1921*22 (omitting tributes, revenue from export opium, 
and revenue from export duties) as follows ; — 



Paid by the 
** richer olaetes. 

Paid by ike 
** poorer daaisS^ 


Rs. 

Ba 


(‘rc*r ». 

Oora. 

Isind Revenue (30 per cent) 

17.4 

17,4 

Income-tax (all) 

25,1 

« e‘ 

i uxtomt (including cotton ext i«c) 

1-,H 

20,0 

Karise (10 per cent) 

1.7 

13,6 

halt (10 |er cent) . . . . 

(i 

3,8 

Btamie (30 |xr 

5,0 

5,6 

Registration (20 p r cent) 

2 

9 


01,4 

05,3 

The burden of taxaiton falling on the 

poorer rla«fa»«. 

on the basis of thw 


above ligures, was accordingly Hs, 2-12 per head. Now, if wo further suppose 
that the taxable ittargin for this is 11s. 10, as coiupnred with an average 
taxable ruargiii lor the more well-to-do clafwtes of, let us say, Rs. .‘KKi, then the 

tax-hurdon falling on the latU^r should amount to xiltK) - Rs. B2-B per head 

(or a total contribution of Rs. 1(\*1 crores), if the proportionate sacrihee in- 
volved, taking one tax with another, is to be equal. But. in fact, it was less 
than two-thirds of this (rii., Rs, 01 J cror«w or Rs. 49 |>er he-nl). lliis 
accordingly would imini to a dtHtrihiiiion of the iax-hiirdcn which is far from 
equitable; and sincx^ 1921-22, the 4 per cent increase in the geiier.il tariff 
(excluding cotton goods), the doubling of the duty on matches and the (tem- 
porary) doubling of the salt tax (together with the diminished proceeds from 
iiicofuo^tax) have increased the disproiwrtiouate burden hornet by the 
** poorer classes, to which the above figures point. 

II. 

Q.<, — .10.— /nromr-ffijr. Qx, JS7 — f46 \ — Ihtfirs on Jnh€ritanc4?, 

(Income-tax and agricultural incomes; death duties). 

6. 1 do not favour the pro|HKiiil to make agricultural tnixmte liable to income^ 
tax. For one thing, the measure would never get through the Couitcil of State. 
That k, in principle, no argument against the meiisure; hut it is a practical s 
cousideratioti of some imimrtnnce all tlie same. The taxing of agricultural^ 
income includes the taxing of (a) rent; (h) profits of agricultural capital; and 
(e) the earning^ of the cultivator. As regard (l>), agricultural capital in India., 
is so comparatively limited, and so scattered, that assessing the profits derivedi 
from it t%inooiiie-tax will not |»roduce much revenue. In so far as the tax dtiM 
eoiiraged improvetnenta, it would be poaitively harmful. As regards (e), if the- 
exeuiption limit were to remain Ks. 2,000, the number liable to the tax, in most 
parts of India, would he exiretnely sniaU. In those parts (e.e.i the Beooan)* 
where the holdtngi are larger, there is already a marked tenancy for the landk 



liold«r to witMrttir from cuHirmtioii himmlff and iNMMimo a amro rtiil*€ocoiTor« 
Om offact of anwaniag to tnoomo^iax tlio aaminipi of onltiratxira, wbom ual 
inooM from ctoHmtion o ao noil i Ba« S«0OO» would Im to aoeoatnalo Uiis tandaiic!3r. 
To lowor tlm pimont axmnptton on tho oilnw haitd^ tho Irntdon of indimct 
imxMtUM on ilm poorer cla mii lemaiolng wliat it ia, would tie a manilmt in* 
justice. If the latter burden coold be greatly lightened (wbicli veenui a remote 
possibility), there mi|dit be Muethiag to be said for broadening the baete of 
^rect taxation ; but not otherwise. Oaraing now to agrtcuHnral rent, there 
IS donbtless much to be said for substitniiiig the modern graduated income-tax 
method for the somewhat antiquated land revenue method. Bo far as 1 under* 
stand the proposal, there is no question, however, of exitiiguishing or ahandon- 
ing the land revenue. In Japan, 1 believe, the land is suhiert horn to a specia) 
land tax and to income-tax ; hut I do not know what the incidence of the latter 
amounts to. In any case, the fact remains that in India agrictiliural income 
was specifically exempted from income-tax in 1S86, when the lax was ver>* light; 
and to ^ back on that decision now that the tax is very much heavier would, 
to put it mildly, be a most unpopular measure. Further in llengal and other 
permanenily-seitled tracts, such a measure (whatever odictal dfxrlarations may 
have been, when the income-tax was eotitparahle to the Public Works cess rather 
than anything else) would, in my opinion, be essentially a breach of faith. 
(Incidentally, I may say that the only just way of dealing with this damaoiitf 
hereiiitajt appears to me to buy the landlords out ; and the longer this is delayiHi,. 
the more costly a business it will be.) Tlie annual charge on the tand (for 
general purposes) wm fixed oiu?e and for all at the time of the (Ihrmanent 
setilemeiit ; otherw ise, there Bp|»eani to me to be no nieaning in tlie terms ol 
the iiemmiient settleincmi. Finally, it apfiears to me to be quite im|>ossible tcs 
eotiibine the assessiiuuit of agricultural r<*ttt to income-tax with the long- 
esiabltshixi and vrell-iinderstootl principles of the temporary s<iit lemon i ; one 
system would tiievtiahly have to give plac^ to the oilier. 

7. Undoubtedly, a remedy must be sought, and foiught imiiifNiiatelv, for the 
iinancta! stringency so largely due to the enormous shrinkage which has taken 
place during the last twenty years in the land riweiiue, relatively to land 
values in all parts of India, and the eoiisef|Ut»iii ine<|ualiiy in the incidence of 
direct taxation on income derivable from land as distinguished from other 
Bourvm. Ilut it must be sought, in my opinion, in other directions. First of 
all, the land revenue system must he definitely incorfKirated in the tax system 
and placed on a statuuiry basis ; and so far as |Kmsible (and where no tmrmanaiil 
settlement has been made) mcKlerhtsed, giving it gr<*aU»r elasticity, and intro* 
duciug the principle of graduation— 'though, so far as the tax really falls on 
rent, there should be no exemption limit. This is a matter for the provincial 
legislatures to tackle. 

8. Buck a reimHly, however, leaves the {>erinanentl^v-iiettle<l tracts untouch- 
ed : and it is preirisety in these tracte that the financial pinch is most acutely 
felt. Here the solution must be sought in another direction, rir., in the im- 
position of death duties. It may be said that this would ec|tially, in effect, ho 
an addition to the annual charge (for general purposes) on the land. I do not 
think, however, that this can justly be maintained. While deaili duties, irr 
practice, amount to a deferred and capitatiaed income-tax, they feat, in prin* 
etple, on a different principle, namely, that the Blnte has a riijtit to share in 
ail inherited a-eaUh, seeing that it guarantees the continued possesiiiott and 
enjoymeiii of such wealth. This is particularly appropriate in the case of 
landed protierty, and in a country like India, w here the Htate has aseeried fer 
centariea, and still asserts, superior proprietary rights over aamindari and 
ratyaiwari lands alike. In the next piece, there will be no discriminatiow 
against land, no double taxation of rent such as there would be if it were ma^ 
aasessable to income-tax as well as to land revenue. (As regards other forms of 
property, in view of the extra demand arising from the death duties, some relief 
might be given, if it was thought to be calM for, by a modldcation of tneome- 
tax rates.) Death duties, bai^ on the principle aboremetitioned, would fall 
on all forms of property; and Die laodkm, whose estate has been aasessed to 
land revenue under a permanent setDement, could no tnewe compfain of death 
duties, which adected all alike, than he can of indirect taxation* 
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liorriiitioii Roloi, ttion mch proriBce can tackto it« oam dnanc^ liroUain in ilo 
0 wn wmy; and orory pmrinoe can bo aatnrod of an important and graving 
aonroo ol roTonno. 

10. Tbo giiootion of an oxomption Umit it one, in my opinion, of adminiifira' 
tire detail mainly. The principle of graduation, on the other hand, ta rital— 
if the rich propertied daeaea in India are to be made to eontribnte their fair 
ahare to the exchequer on the baaia of equality of aacrihce. Bmall propertioa 
ahottld be lightly taxed ; and arrangementa made, when neceaaary, for the pay-* 
ment of death duties in inatalmenta. As regards the Hindu joint family, the 
problem of levying death duties on such an estate is, admittedly, a most com* 
plicated and difficult one;^ hut, for the subtle legal iiiind, surely not imnperable. 
To a layman, the suggestion made by Mr. Bhirras (Sciencit of Pohllt Financt^ 
p. 311) appears to be a good one, viz., to make the estate (or, rather, an appro- 
priate fraction thereof) liable to duty on the death of every coparcener belong- 
ing to the oldest generation of the joint family. 

11. In the case of landed property, it might be provided that, in the event 
of partition Wing claimed at any time between the death of one senior cof>ar- 
cener and another, the share in question should he liable to an additional duty 
e<|ual, say, to half the duty already paid. The taxing of this separate inter«*st 
a^otild be 6C|uitable, «iii(?e the continued po>ise«sion guaranteed by the State 
would Tfn^ on a new and flifferent hiiNiK. It would alj^o do something, (>erhaps, 
to prevent the siibdivbion of holdings, in which ca^e there w*ould be an ituUv 
pendent gain. On the other hand, without some provision of this kind, a 
graduaietl estate duty might have the effe<-l of tmeouraging partition. 

111 . 

g$. Tax. Q. SS.—Sali. 

12. Even the jniorest should W iHHjuired, in virtu#* of their ritimuiHliip. to 
contribute something to the public purse. The gr#nu advantage of the salt 
tux over a poll tax is that it in no mu. h easier to collect. This advantage is so 
great as coinjileUdy, in my opinion, to outweigh the possilile objw'tiou. on 
poiittcal grounds, that it in too thoroughly disgtiisfKl to lx* nx'ogniMxl m a tax 
by the class for whom it in specially dcsigniMl. What is ohjecd ton able, in the 
existing tax system, is not the very light duty on salt, but the very heavy duty 
<>o far as the pimrest. at any rate, are concernedV on another prime n<xx!sw^ary, 
cir., cloth. Relief ought, on no account whatever, to be gir o* to the mill- 
ow^ners by abolishing the cxcist^ duty, until it has bec^ome possible to give at 
least ftquivaleni relief to the general tax-j»ayer by reducing the iui|M>rt duty an 
piece-goods. 

Qi. and 155. — Tobacco. 

13. I am in fat'oiir of a tax on tobacco. With the growth of the habit of 
cigarette smoking in India, this may, to some extent, take the place of the old 
optuni revenue in the central revenues. The tax should be national, and levied 
in the shape of an aif %*alorem excise duty on factory-made cigars and cigaret tee. 


Prof. Homo govo oral endweo at fdSlowt 

The Prtcuhni. Q. — Hoo are Professor of Economics at the Patna College P 

4. — ^Yee. 

9* — ^Ton have given na tome interesting oommenta in the matter of the 
estamales of per cepile income* We propose to hand over the bulk oi tfiat to the 
Bcononijo Enquiry Committee, who are dealing with this question, our csoncem 
heing with the inddence of taxation. Bo we will begin with pmgraph 4 of 
your answer. 

You point out |lie extraordinary variation between the estimates of the 
natieiiil income made hy Atkinson and 
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of tiMAiii too^ tho nc^r dlo^^ at tA por coot of tlio popolotion 
orith on mvorago itiooiiio of R». 206, vhiio tho othw took 7 por ooot wtUi aii 
«Termgo tnoonio of Ra. 225. You uko 5 por ooiit wilk an ooomgo of Bi, 400. 

A. — MU inclitiod to think ibat Frofoioor Shah htm ororoaiiiiiatod tho 
aumbor eoniotnod in ibo richer cImom, ««i>eeioily the number of aomindam 
or reat*rocoiveni belongiiig to tbot claaa; no I hare taken a ftiaaller 6g\iro 
nriilt a larger average iticome, but 1 do not profean ibat that figure U uaeful 
except aa a guide and approximation. 

Q , — It u a pure gueaiiP 

.4. — It ixi not a pure gUfMa. It ia ba«ied to aotue extent on my atudy of Uie 
reeult of income-tax figures, and to aome extent on Profeaaor Bbali^a eatimate. 

Q. — Income-tax asse^Hees number 27O,000P 

A. — representing a (mpulatioi} of about a million. 

Dr, Pamnjipye, Q , — In the case of the incoinistax payers, the aiae of the 
family ahouid i>e taken at a little higher figure, biH'aui^ of the larger numlier 
of defiendante included. 

A, — I should include dcfwndanta at «he rate of four for a family, i.e., 
for every itu'ome-iax pa>*<'r. That was the figure 1 arriv«i^ at when I studied 
the cenaua returns for this purpose. That again is an approximation, but I 
remember that I got it os just over fo* r. • 

The Vrr»i*Unt , estimate that half the htiid rtnemu* i» paid by the 

richer clasaea and half by the |Ma>rer dasaea. 

A.— Ym. 

(^, — That again. I tase it. is a pun* guc^. 

A. — Not altogether. The inethrKl that Profeasor Shah has entploved i» to 
take the aamindari figures as relating to the land revetitui paid hy Uie richer 
classic. I know that m that class thert* would la* includtHl f]uite a ooniiiderable 
proporiitm who do not Iw^long to that vU\m. Again, ui the cmui of raiyatwari 
revenue payers, there would Ih^ iiiafiy lieloiiging to the richer ctaaaeM, but that 
U the division that we have made. 

V- — 17 4 crores is the euittindart asaesament P 

t4*fii|iorury and |H»rtiiaiicftt. 1 have laketi it at half the laud reve- 
nue, but the actual figure for the aamitidari revenue payers cfimea i<i ahfftil 
17 crores of rupees for this year. In llengal particularly, aa brought out at 
tW last rensua, the iiumlier of revenue payers who have t|uiie aiiiall incotn«w 
is a targe one, that it is siniply » ciucsitioii of balaticiiig. Among the raiyat^ 
wan payers in Itoinhay and Atadras, there are no doubt a eonaiderable numlnsir 
who Imlong to the richer claaaes. 

Dr, Varanjpyt, Q,--ln the Punjab we were told that there were several 
lakhs of revenue payers under the raiyatwari aystmn, hut only about 2,«kXl 
people would be liable to income-tax if income-tax wen? levied on agricultural 
inoomea. 

A, — 1 ahouki say, if anything, I have orereatimatcKl very considerably the 
•hare of the revenue paid by the richer clawtea. 

The PreWdeal. Q , — In Madras the numher of pafios for over a ihoitiiani 
rupees ta 262. Out of 4,661,000, we have about 4,000 over Ra. GOO. 

A. — It ia a very small proportion. 

Q , — ^That ts only one in a thouaand. 

A. — ^Tou have to remember that we are inelodtng iti the revenue paid by 
the rieher clasMa very large auma paid by the big Jandholdera. 

Q. — ^Haven^t you in vhia province diatricta where the landholdera pay quite 
•mall auma, a diatriet like SaranP 

A* — Ym^ we have. 

have divided euatoma into one-tlurd end tw<Kliitrda praotieally* 

A. — ^Tea» I have taken the detailed retuma. IVkat I have net eouaried at 
all m prnyM^ by the poorer claaaet art; anna and ammunitioti, eoal, coke 
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And patent fuel, liquor*, opium, peiroWuii}, tobacco, article of food and drinii, 
niiacollatieoua (duly at il }>or ceni), all luxury iteniB, and oxciae duty <»i 
motor apirit. 

Q . — What about cutlery and hardware 

A . — I hare included it among the amounts paid by the poorer dames* Pro* 
lea»or Bhah has amigned all payments under the head of machinery, metals, 
railway plant, etc., to the richer classes. I think the incidence will lie on 
ihe mass of the population. 

— Bui then why do you put the artii'les other than machinery also under 
the inaMS of the |YO(iu)atioit ? 

,4. — T confess I have nf»t very carefully crenmidered that figure; it is a fairly 
small one. I have told you what 1 have asi^igned to the richer classes. Then, 
excluding ex|>ort duties altogether, the halanc^e comes to alxYut 22 crore»>, and 
1 have taken that the richer clusses, in addition to what they pay on the other 
articles, would pay about 10 |m?t cent on those that I have assigned to the 
poorer classes. 

Q , — Practically mi arc ^ii agreement as regards our methods of calculation. 

A.^Yam. 

Dr. Vttranipift. Q. — Do you CHYnaider sugar uniformly dtKtributed among 
f>oth ? 

A . — 1 tiave allowed something for the richer classes. 

Q , — They would consume a much larger quantity. 

4. — Yc^s, I have only dcMluct^Ml 10 per cent for them, i.c.. twic'e their allow- 
aiicre, but 1 have taken a good deal also as paid entirely by the rich, which 
will partly paid by the i»oorer classcss. 

The President. — I would not divide into rich and poor, but into rich 

and general. 

A .—Yours will be a sounder division. 

Q. — How' do you arrive at the exeine figure P 

A , — I have counted tlmi the rich w'ouUl i*onsuine a gocxl deal of opium. 

Q , — I was thinking of liquor. 

4. — I have no spiYciul knowledge of that 

Q , — As regards salt, you put more than half for the rich. 

4. — I have allowed double the expeii liturc in the case of the richer classes. 

Dr, Paranjpye. Q . — Stamps would probably all be paid by the richer 
classes. 

4. — There are court-fees. 

Q , — You include court-fees as well as general stamps P 

4.— Yes. 

The President. Q , — Is not litigation a luxury of the rich? 

4. — It is a luxury indulged in very much by the poor also. My only reason 
for dividing stamps half and half is that 1 have divided land revenue hall 
and half ; and Judicial fees are the most important part of the stamp revenue. 

Q . — I would certainly put more on to the rich. Is not registration all 
merely for the rich? 

4. — 1 have no special information about it ; it is a very small item* 

Q . — I am inclined to put more land revenue on to the poor and more stamps 
oil to the rich. The rich are paying much less than they ought to pay; is 
that wot the generally accepted opinion? * 

4* — t have asked myself what would be a fair distribution of the tax* 
burden ; and I suggest these hgares ; for a total tax revenue of 125 crorea, 
wtii<di is very much the llgure we have been taking, take a tax*hurdeii of 50 
orores tot the poorer classes ; this would be 3 per cent of an income td Bs. 70 
and a tax payment of just over Ra. 2 a head; and take a tax-burden d 7B 
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work out At 15 per coat. • 

Q . — ^Do you hnao that on uy mnsini of oconomict? 

it. — Ye»y I biMc it on what » known n« Bornouitli^tt iaw. 

Q . — I Am afraid I shall haro io ask yon io explain tko law to mo; 

A , — may quote what Marshall says on the subject : ** In aeoordanoa with 
the suggestion made by Daniel Bemoutilt» we may regard the satisfaction 
wbidi a pmrson derivee from his mcome as commencing when he has enough 
to support life and afterwards as increasing by equal amounts with erery 
equal succeastre percentage that is added to his income and eks eersd for loni 
of iticame I have cut off Rs. 00 |>er head in iht* case of itu» |»oorer claiiiiea 
and R«. 100 per head in the case of the richer classes us repreeeniing neces- 
sary expenditure. Then you take what retiiain?; of the income as what I 
call the taxable margin ; *tnd that should hear a proportionately equal iax- 
hurden, on the assumption that if you take away Rs. ID from a taxable 
margin of Rs. 100, you take away as much p<iMj»ihility of satisfacriion as when 
you take away Rs. 100 from a taxable margin of R». i ,000. 

Q, — l)oc>i not that involve many more gradaiions between the rich and the 
poor P 

.4. — That ij# why I *iave urgwl that we want data which would give us some 
means of saying bow income is distributed among a luuiiWr of different eoo- 
riotnic claiises. 

Q . — But it has Inwn put to us that the people who at present suffer as 
much a# any other class from iaxation are the people at the bottom of your 
rich class. 

.4. — I agrw. They arc hit on both shies. 

Q . — And that in also the class that spend their itioiiey for l>etter purpCMiesf 

4.— Yes. 

Sir i*rrt tf Th^mpmn. Q.- An regiinls iiif‘oiiu»-tax on agricultural incotiu‘*i, 
ycMi divide it into thrcH» parts; rent, profits of ugrhuliitriil capital and the 
earnings of the cultivator With regard to the cariungiH: of the cultivator 
you say that tliere is very Httlc* to he got at. But I do not quite follow you 
a hen yon say “ One effe<‘t of assc^ssiiig to incoiiMviax the earnings of culti* 
vntors. whoHi* not income from enUivaiion exct*^sls Rs. 2.(¥K) would la* to ntTOtt- 
tuate the tendency to withdraw from cultivation and hocromc a rent r«Hjeivar. 
Is it liecause he woitlcl have to pay income-tax on the profited 

4. — Yes. He might easily bring himself below the taxable litiiii if he went 
out of cultivation. 

p. — ^Thai is, would earn less money than they could earn in order 

to evade income-tax? 

.4. — T think you have got to liear in mind thi* case of a family some of 
whose members, for example, are earning money in service or in iw*ii 5 €t pro- 
fession and do not come up to the income-tax level, and other 
members of the fainily are cultivators. Then the latter guA cultiratcrfi may 
he liable to income-tax, hut quA rent- receivers will not h^onie Hahle. ] do 
know that there is a tendency to withdraw from actual cultivation s^nce it 
ia supposed io he more liignihed to be a rent-receiver ; ami this woukl slightly 
accentuate that iendefnrv. ] am thinking of it as helping to accentuate a 
little a tendency which already exists. 

Q. — Don’t yon think that laud revenue is inadequate? 

4.— I agree. 

Q , — ^And from that point of view, is it not rather a eonir<»versial quention 
whether land revenue is a tax or a rent? Hoes not a man pay something for 
which he gets the use when he pays land revenne? That is, sftfipoio I have 
got no la^ and you have got a piece of land. Fet your payment ol land 
rarenue you will have oonstderahle advantage over me. Too will Have the 
use ol some laud which Is a monev-maklng ansei. If 1 was a mill owtier I 
simiiM Imve to pay rent fiw 
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A . — I mm ill fav^our of »toepenwg Imnd revenoe an m dimi duun^e oo 
incottw, ^ 

IM Patanipye, Q , — Yon aay “ In thorn pmru th« Deceiin> where the 
noldingfi ere larger^ there ia aireedy e marked tendency for the landholder 
to withdrew from cttltiretion hiumelf, end become e mere renUreoeirer X 
think thet that remark not ju^ntified becauacf the koldingB in the Deceen 
ere not large. 

A . — 1 think they ere considerably larger than in other prorincoa. 

O. — 1 do not think no. You would find that rery few cultiratora would He 
liable to inooma-tax ao far aa their profile on cultivation are concerned. 

A , — The average holding in the Deccan ia 16 acres. 

4f. — But even 16 acres in the Deccan is not a very great thing. 

A.— I don’t know. 

Sir Percy Thompson, Q, — Why do yon suggest that it is a breach of faith 
to tax reuta to income>iax in permaneiitly-HC tiled tracts)^ 

A. — Because, I look on land revenue as a direct charge on income derived 
from land ; and in 1793 that income was taxed, and the tax was settled once 
for all. As a matter of facit, when the Bengal setUement was first iiitiochiced, 
it was about the heaviest tax that has over been im|KM»ed. It was 10/ 11th of 
the yield, r 

I/r. Paranjpye, Q . — It w'as be<*ause they were given 1/llth absolutely 
free to a*htch they had no right whatsoever. 

A -Government made them complete owners of the land, and they made 
their settlement with thcmi. It was a pretty hard l)argain. 

O.— The Government could have got the whole if they had had the proper 
machinery of taxation, 

A. — But the pitch cannot be 100 per cent. 

The President, — May 1 read this passage P 

** Land has become the most valuable form of property, and in every part 
of India money-lenders have utilised the laa^B of debt mercilessly to expro- 
priiite the agriculturist, convert him into a tenaut^at-will or a landless lal>our- 
er, and to reap the profits of his toil in cultivation. The capital so invested 
in land, however, contributes nothing to the support of the State. Our fiscal 
system has turned a blind eye to this momentous revolution. The profits of 
agriculture are exempted from the income-tax on the theory Uiat the land 
pays its assessment to the State. When an absentee landlord has no connec- 
tion with land beyond extracting from the cultivator a rent of 5 to 10 times 
the assessment, why should the interest derived from this form of capital 
investment be permitted to be disguised os profits of agriculture and be 
exempted from taxationP** 

A. — Yes} and 1 think the solution in the temporarily-settled areas is to 
very muoli increase the present pitch and to graduate it; and that a*ill make 
investment in land a less profitable investment. But in the case of perma- 
nentiy settled areas, it seems to me that the State having made a oontraot 
ahottM not go behind it. 

ff , — ^Do you propose that landholders should he hought outP 

A. — ^It seems to me that is the only fust solution of the question. 

Dr. Paranfpff^* Q > — When a landholder is bou||ht out and paid, say, 5 
lakhs of rupees and he invests that 5 lakhs in a hustness and makes a profit, 
would you eharge inoome-tax on that? 

A. — ^Yes: oertainlj. If you have made a fair deal witii him, then you enter 
into the fuB owaendiip of tho laud ; and von apply the principlee of the tern* 
poraiy tittiwueiit to that land, or you M^pJ^ the prlmuplm of tho inoome-tax. 

Tkm Premdent, Q . — May I read you another sdieiiie of purehasef 

** The land revenue of Bengal and other permanently-settled traets was 
origjhudly haesd on the estimate of the rents then resBsed. Fanners ef roea> 
nne were reougniaed as landlords, but they paid 90 per cent of tho rents 
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made that nettlenieiit permanent at a date many years before tlie inreniion 
of Uie steani-enmne* and a demand fined arbile ratlarayt Md ateasii natiipiioii 
ir<Hre stiil in the womb of tlie futtire moat obvioualy be an unfair eoncmiaioii to 
one particular interest at the expense of all tlie lax*payer« of India* Bui it 
is not easy to rectify Lord Cornwallis' generous mistake^ because the original 
lands have continu^ to eliange hands at prices agreed upon with inference 
to the fixity of the demand, while there are niinil»ers of in ter mediate tenure* 
holders who intenvpt as middlemen a large share of the rents between the 
hands of the cohivnling raiyau and the hatidt of the aamindar* The only 
l>ossible method would l>e b 3 * a huge scheme of purchaia^ by w'^hich theiie inter* 
mediate rights were bought out b\’ tlie State at a fixetl numl>er of >ears pur* 
chase, leaving the samindar face to facx* a-ith an occupancy tenant. The 
creation of similar tenures in future would have Ui \w barred by law. The 
aamindar would now cnilltHt the full rents of the raiyots and lie assessiHi to a 
full revenue on the increase in his income, while in respect to thost pro- 
perties where there are no intermediate tenure-holders to l>e bought out, he 
would have to lie gi%en some coin|iensation down and asseiMUHl gradually at 
a small fraction of hi» wsM'ts per aiinutn each ycnr, until the demand had 
reached such percentage m it wa.H considered fair to take." 

Has that M*henie any ud vantages over the complete buying out of the 
landholder ? That is, pra< iirtilly bu^* out the inieriu^iary^ tmiittro-Hblder, put 
the landholder fac'o to fac^e with the actual cultivating tenant as in the 
Central Provin<'«s and iheii make a teniporury seitlem«>ni of th€» rent of the 
citUivaling tenant and take half the settM rents as the land revenue. The 
idea is that you could not suddenly impose the land revenue InH^ausi^ the land- 
holder has created sub-tenures. You buy* out these people and enable him to 
collet t the annual rent, prohibit him from the creation of further inteinuHliiiry 
tenures and then assess hita as you do a xatuindnr in a temporarily-set tU^ 
area. 

.4. — Yes; I think that might possibly tK* done, 

Q . — I will give the example given hetx^ : “ Biippoae that miinindar's estate 
returns a rent roll of Its. lOJMSi, flic revenue fixetl at the permanent setthuiient 
having fieen Ks. 500; and suppose that the intenuediate iotiuro-hoUlem absorb 
Its. 5^tKM) of this rent-roll and the aaiiiindar rcHxuvea lis. 5,iK)0 only, then the 
Governtiient must buy out the tenure- holders at, say, one lakh of tvpmm, or 
20 years’ purchase, which tlie.v would either pay* in cash or w*ou]d invest at 
the option of the lenurc-holder in a Government loan at 5 per c?etii. The 
aamindar would then nwive Us. 10,000 a year inst4^a<i of Ha. 5,000, and on 
the extra Rs. 5,000 he would pay Government R«. 2,500. Hia position would 
be as follows, liis present incoiuo is Us. 5, (XX) less Its. 5(X) revenue, or 
Hs. 4,500. His new' 1iu.<ni4c will lie Us. 10 ^(XX) less (Its. 2,500 plus lls. 5(X)) 
or Rs. 7, (XX). Hia future revenue starting at Rs- 3,000 will inevcaac by 
R«. 061 a year, until at the en<l of 30 years the full half assets are realised, 
and the estate is thereafter dealt with according to its then assets on the prin- 
ciples applied to teinimrarily -set tied provinctsi." 

d. — 1 have not thought out any such scheme of purchase. One other 
possibility is to make iIk^ whole land tax a ]>ertuaiient seitleiitent, and assess it 
all to income-iax as was done in England. 

(f . — ^How would you arrive at that in a raiyatwari province? You have got 
the settlementa spread over the last 30 years, and they would be very unequal 
in their incidence. You will have to level np by a eliding teale haeed on 
prioee. 

d. — No donbt, you oculd do that in Madras, liecatise prkea form very 
moch the basis of your as s e ssments. 

Q , — ^Then you would tax incomes o%'er Be. 2,000? 

d. — ^^Yee. If yon get the Indian Legialature to aectmi the position that tlie 
qyslein of land revenue is anttquaied,» and that they sWnld now p r oceed with 
ineome-tax as the general system of direct iaxatio?*, then 1 think the corollary 
to that would he to make ^ land tax permanent everywhere. 
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yon coni« to iho eoiicltt«o« that the land revenue la an antiquated 
Mvaiefii and vou deciide to import a modern ayatem^ where would you locdc for 
a model P Would it he poaiible to adopt aueh a syatem of taxation aa exiata 
in Jaimn or Auatratia^ or New Zealand P 

.4. — I atm thinking of applying the income*tax method generally. 

(jf.-^That ia, the Kngliah method? 

A, — ^Tea. 

-The moat iftodern ayateina of land tax are those of Auatralia and New 
Zealand^ whirh are based oii a p«fr<'eiitage of capital value? 

4.— Yea. 

if , — Would it he pracitcahb to apply thoiae syatenia in thia country? 

A , — You would be falling hack on discrimination against land, aubjc^eting it 
to Kfjecual taxation. You will have one form of direct taxation applied as 
incotiie-iax, and another form of direct taxation applied in the lot in of a 
tax on land. My great objiMriioti to the proiMwal to apply two forma of direct 
taxation to iinrotne from land i« that it would mean sooner or later bcrapping 
the temporary land rcfveiiuo M?ttlomente in India, which in a senso are the 
hacklione of the whole tax system. The people undorstand the tax, though 
they may not understand the principles. 

Sir Thomimtn, Q . — What the provimwj arc aiming at is to get at 

the real economic rent of the land and to take 50 i>er cent of it? 

4.— Yea. 

(f , — Hail any aysteni of getting at capital values any advantage over this? 

4. — I think not. 

The Vrendent, Q , — la it not a fact that every settlement differs in per- 
centage acxTording to the prices prevailing at the time, and that nobody can 
tell w'hat will bo the rate in future? Under the Australian system, the legis- 
lative Council would diKude the rate, and all that the officer has to do is to 
determine the valuation. 

4.— If you introduce a tax on agricultural income in addition to the land- 
tax the petition will be more oonluted still. 

Q , — J am only suggesting a more logical revenue system. Whether it it 
pra<ttical or not it another question. 

4. — I would prefer a more logical revenue system ; but I do not see why it 
should not proce^ cm the lines laid down by many dec^ades of experience. 

Has it not resulted in a different rate for every district? 

4. — Because of what happens between one settlement and another? Yea. 

p. — Have you read any of the hills introduced in other Legislative Councils 
for the purpose of complying with the suggestion of tlie Joint Committee? 

4. — have followed the discussions in the Madras Council. 

p.-— Government wanted to pass a bill making statutory provision for the 
present arrangements. The tendency of the Council is not to alioa^ the con- 
iinuatice of the present arrangement. The first arrangement, which has been 
turned down by* the Government of India, was to reduce the percentage of 
increase to 12f per cent and to make each settlement report n taxation hill. 
If the rate of assessment is high, and if every district were to have the maxi- 
mum of 12t |>er cent increase, won’t you get the perpetuation of inequality ? 

4.*— Legislative Councils won’t do anything in the matter until they learn 
a little more wisdom. Let them vote for 50 per cent and even more than that 
on a graduated scale. 

p.*— T^^ difficulty is to get some sort of uniformity in the tax. Attention 
IS now concentrated in the increase. Nobody knows what percentage it is. 
The annual value is lost in the log. 

— ^What about the rental assets? 

p.— That is never taken into consideration. The assessment tidien is only 
a fraetion of the assets. 
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Would it be praettouble in fixing the dentb duty to dUregurd the personal 
; law of the mdividual? 

A. — Every death in a ioint family would affect the diviaton of property, but 
to assess the appropriate share of the estate to duty on the death of infant 
coparceners would lead to a great deal of administrative trouble, I have 8U|p» 
gested that whenever there is a partition^ notice should lie taken of that, and 
additional duty rlaimed. 

Q , — Would that not lead to a tax on partitions? 

.4. — ^The rights ^uired by partition should be retognisod only when they 
have paid the appropriate duty. 

Dr, Pamttipjfr, if . — Then you would require every partition to be 
‘registered ? 

d.—Yes. 

Sir Percy Thompson, Q , — You say that death duties would fall on all 
forms of property, and the landlord, whose estate has hcH?n assessed to land 
rovemi© under a |>ernianent setileiiient, could no more eomplaiu of deatb 
duties, whirli affeete<l all a1ikf>, than he eau of indirect taxation. 

.4. — I do not regard the itii]iositiort of death duties as diret*i taxation in 
the* sense that incoiiHNtax is. 

Dr, Paranipyc, Q . — It is a tax on capital rather than on ^tlo^ln<^ 

.4. — I should like to rend what Stamp says on this point: lly a judicious 
mixture of methods one can get a larger sum out of the eomtnuniiy (vrith a 
given amount of * pain *) than by follou'ing any ono special line. The field of 
death dutit*s offers possibilities at the present moment greater than additions 

io the already high direct taxation It is here that the valua 

of postponed taxation, like death duties, which come between the living and 
fhe dead, may be most clearly exhibited.” 

Q . — Properly he should pay not only at death but at birth. 

.4. — Strictly speaking that is so. It is very largely a question of adminis* 
jtrative convenience. 

The Premhnt. Q , — You would not propose to levy a tax on birth.®' 

.4.— No. 

Q , — ^You propose that each province is introduc?© this by iisell. 

A , — That seems what is intended under the Devolution Rules. 

Dr, Paranjpye, Q . — We are required to consider how the distribution of 
is to lie made. 8o we might make suggestions to amend the Devolution 

flules. 

A .- — I think the need of the provinces is so great that so far as ihe 
distribution of the tax is concerned ihe a*hole proceeds should go to the 
province. 

Q , — But the duty should he uniform in all the provinces. 

A, — Not necessarily. 

if , — ^There would l>e a difficulty when a man dies urith properties in two 
provinces. 

vl.— Tc«. 

Q , — Supposing a man has properties worth five lakhs in each province. If 
there is graduation the tax may be 10 per cent on the first five lakhs and 20 
pel cent on the second five laUs. The extra 10 per cent may be taken by 
the Central Cknrernment. 

A . — fully accept the principle of central taxation to death duties in 
theory; but I am thinking of practical oonsiderations, I should prefer to 
leave the matter where the Deredution Buies leave it. 

The Fresidtnt, Q. — Is your experjenoe of letting eadi province legiilate 
satisfactory P 

d.— I do not know wbetber 1 oan answer that question. I think death 
duties be left to provinceiu 
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O. — In nnmgraph 12 of your fioto you wiy, ** Belief ooglit, on no socount 
wbsierer^ to be given to the mil! owners by abolishing the excise duty, uiittl 
itr has become possible to give at least <^ut valent relief to the p^^al tax- 
payer by reducing the import duty on piece-goods/' Do you think li is too 
high P 

4*— It is oertaiiily too high. Duty is paid not only on the piece-goods im- 
l>orted; hut the equiinlent to this is paid on the piece-goods made at the 
Indian mills. 

regard to your viea-s on tobacco, is not the cigar industry a 
cottage industry? 

A , — I was thinking particularly of cigarettes. I think the revenue on tiiem 
will be sulMantial. I was under the impression that the cigar industry 
wtti ii factory inda^try abo. In the case of factory-made cigarettes, the iia- 
po^ttion of duty and the collection of the same will l>e very easy. 


llth Mnrdi 1925. 

PATNA. 

ft 

Presrkt : 

Sir CBAaLRs ToniirNTEH* K.C.S.I., T.C.S., Presideni, 

Sir Perct Thompsox, K.B.E., C.B. 

Dr. R. P. Paraxjpte. 

Mr* H* MANNERSi Messina Factory, Samastipore, was examined 
on bekaU of the Bihar Planters* Association. 


irWffen memorandum of Mr. Manners. 


j tt must be uildcrNtixnl iny aur^wers arc confined mainly to the districts of 
North Bihar in uhicli ns an indigo planter and agrienltiirist I have resided 
without iiiterJiiission for 54 years, and I have but little knowledge of the 
ct>nditioiis in other i>art.s of India.] 

Q, i.^li's impossible to say. 

2 , — T stiite without lu'sitation that there is no poverty in these districts, 
snd I consider the Indian agriculturists, and working or labouring classes are 
m well off and contented m tliose in any part ot the world. 

The cry of ** the |K)verty of India,’’ 1ms no foundation in fact, and is 
merely by agitators for their own tmd-s. 

As regards Annexure B, 1 can only say that I consider the average income 
of all classes of Indians at the present time is ample for all actual needs, (this 
applies throughout the country.) 

Q. 5.— *1 agree that in India so far there are no reliable estiinates as to 
Indian sonnies of income on which income tax can be based, no Indian will 
declare more than 25 per cent, of his real inebme. 


*** complicated. These, I beiiere, are 
compiled in the first instance by snbordinates who are adepts at «i *h i wg them 
suit their own views. 

Q. i.— -Most certainly not, it would be very costly, and lead to no resnit. 

Q. «.-^o. Bills pass^ of this kind are most uninst, thev harass employ. 

f ^ certainly do not idvo- 

7. — They have no value whatsoever. 
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Minqptikm of Hqitor la la modi a iiooMity m a lomy. / 

Tobaeoo. To ihoaa wbo amoko exponatTO braoda of dgara, eiMraHaa* aod" 
tobam it la ondoobtadly a loscorj, but to tbo workiiiff man I finily maaotam^ 
itisa meesHiy. A man ean atand expoiore and do hardor and jbettor work if 
Im bo amddng or ohoiriiig. 

No lax abottid be Impoaed oo iobaeeo grown in India, or an its mamilao* 
tors into ciflart, cigarettsa, or smoking mixturea, Cigarsttsa hays more or 
tew aupsraaded tbs kookok, and the people wbo amoks ibois made in India 
should not be taxed tbereon. The manulaciureni thereof pay Income tax on 
jmAta. Leaf tobacco, or manufactured exported to counties outside tho’ 
limits of Indis^ can be aaaeaaed with duty. 


Q, H . — ^Aa a moat iniquitous one. 

Q, f5,— No. (2) Absolute necessities with a few exceptions should not be 
tax^. The tax cm salt, kerosine oil, petrol, etc., is fair as it is proportioned’ 
all clauses. They are equitable forms of revenue, realised without 
ip, or difficulty. 


Wbatsver taxes may be necessary should l)e equally apportioned on all' 
nationalities, creeds, and classes in this country. I maintain that for some 
years the white man in India haa been .sweated. 


The incoitu^ tax is a clear illustration of this fact. 

V. JfT'. — Yea. Payable by everyone. There should He no exemptions. 

Q, f,?.— Yes. 

Q. Direct. 

S . BO — Hardly in this country, a house tax would be fairer, but this 
d hare to Vm justly apportionecl, which is the difficulty. 


Q. SJ . — T know nothing of (11. (2) AnswertHl above. (3) Right, provided 

the dutif^ of village chowkidars are clearly laid down, ivhich are not so at pre- 
sent. He is nol>ody*s ser^’nnt, udiercas he might b** a most nscfii! puVdic one. 
(4) T have no knowie<lge of a ** profcfwiion tax/’ or on what '* lower classes ” it 
Is imposed. 


p. — All are necessary for revenue purpose?;, and are fair with the ex- 
ception of cotton, and octroi. There should Im? no tax on cotton groan or 
manufactured in the country, only a duty on raw, or manufactured tobacco ex- 
ported outside the limits of India. Octroi should not be levied. 


Q, yy.-yl can see no substitution for the *' income-tax.” The rate ought 
not to be increased. I consider it is unfairly apportioned, for it press€»s un- 
duly on the Eurt>pean, and Eurasian. No one can deny the simple fact 
that an Indian on an income or salary of Rs. 1(X) per liienaein is infinitely 
iH'tter off than either of the former, getting, say, Rs. 500, or Rs. 250. 

Q, Si , — I cannot say. 

Q, 55.— No. 

Q. 55.— No. 

p. 57.— *1 consider the **auper tax *’ on companieg absolutely unjust in 
any country. A tax on the net profits of a corporation is justified, as with 
oompantea. I wholly fail to see that either enjoy any “ sf^ial privileges.’^ 
The super tax in India should be abolished. 

Q. 55. — No. Agriculture, t.e,, the proceinls thereof, constitutes the main 
wealth, and prostmrtty of this country, and no incomes derived therefrom 
ought to be taxed. Landlords who are the owners of agricultural lands, and 
who merely let out the same, might I consider be taxed on all incomes derivedl^ 
therefrom over, say, Rs. 10,000. All money-lenders big or small should pay 
a tax on all interest over 6 per cent. This could be easily realised by aS 
Regtstrars keeping a register of all money-lending documents, and ooUe^ing 
the tax^fQres.*id at the time of registration* The same applies to what are 
knoem as hand notes, which as a rule are not registered. No Courts should 
aamit a clami on such notes, until the tax be paid. Payment to be endmed 
Ofi the heck of the note by the Court. 


9* At ike aaine time in tKit oountry it U f^reclicelly inii>omib}e 

to Miy Wtot is the enhstAtence level m so ni«n 3 r contiHiiiffleetors »rtse« 
Mb regards Xndtans, all salariei or actnal income over He* 1,000 per ennnmt 
may equitabl? be made subject to payment of ine<Mne«tai* 

Q» 4i»-— Tbiii M true. I say without hesitation no Indian can be trusted to 
assess fairly, it is di£Kcuit to suggest an eflicient remedy. 

Qs, to A5 , — ^Unsttited to India. Forms to be filled in by tax payers would 
be greatly resented by all nationalities and cretds in the country. They must 
Ito more or lees of r.n inquisitorial kind/* harass ereryliodyr and create great 
ill feeling against the Government. Moreover they would lead to abu^, ar.d 
be evaded. 

iO . — ^There sho^ild be no double taxation. Large ineotiies from sources 
outside of India, might justly be taxed^ if not already taxed in British posses* 
sions. 

<?. 47. — I coasidor ii 3 or 5 year assessment would he fairer to alt, 

<?. 4S, — Correct. 

Q. 49. — ^The list is a clear instance of what I have called ** sweating** the 
European to save the Indian. Further comment i» needle:^. Many of tlio 
articles given are necessities. 

Q. 50. — The sweating a[»|)lie« again. The duty (tax) on ft»reign liquors 
u excessive uh ii is. The same on edgars and tohacTO. • 

It may possible, but cei tainly most unfair. 

51, — I have reinarke*! with regard to salt l>efi»re. Tlie present tax on 
it might he raised Re. 1, adthout hardship to any cIush, A Hinal! tax could bo 
levied on sugar, for the same rule applies. 

Q. .7^. —No. 

Q. — Low. 

Q.'t. 54<»5 . — ^I'he manufacture of salt in India has not kept pace with the 
times. All fwtty holdings for making should he done away a ith, uiid jts manii* 
faeture made over to (HmifianieH who would make it both better and cheaper. 
The greaU^r part of the salt used for cooking purposes is very impur€% and 
dirty. 

The salt made in modern factories should be sold by tJie regiiiatioji rnaiind. 
The (ioverurnent should take from the said fa<*torieK the same tax, or duty as 
at {iresent. The fact that gocnl clean salt could be made cheaper would result 
in an iiuTcased use and sale. Through companies the realization of the (loT* 
eriiment dues would be'simplihed, and there could he a (considerable reduction 
in the staff and ex|>enses« 

Q, 5C> — No. Big ('ompanies with modern machinery would cjuickly put a 
•top to the itTii>ortation of salt. 

Q. 57. — Monufactured as above there would be no ** sifting/’ and tho 
people in India l>e gainers. 

Q. 5S . — Yes. All sales should be by the standard maund. 

Q. 59. — I cannot say if it would be possible to reduce transport costs to 
any appreciable extent. Erection of depdts by Government would be very 
htovy. Loss by theft would occur, and nothing would be gained. 

The companies as suggested above would make profit arrangements (like 
the kerosine oil companies) for its distribution througiKmt the country. 

Q. GO. — No. It is not necessary. 

Q. 61 . — Prohibition is a fallacy. It is not justified in any way that I can 
see, and does more barm than good. This latter would very much apply to 
India. 

Q. 6i . — ^Answer given above. Dr. Mathai’s and those of the Bombay Ex* 
else Cknnniittee, are I consider most unjust. They wenld be strongly objected^ 
to by alt claffees. 
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Q. €.9. — Nfi. Tsxatirm m m every country to carry on its 

govornmcni. Increasing tBe tax on intoxicants has certainly had no good re- 
Attit ill India. I hold it merely adds to a craving, and causes greiti noi&ery to 
dc|>i»ndaiit on them. TobacH'o is unduly taxed in other cj^ntries. As 
stated l» 4 >forc that f*vovrn njantifaciured and used in India should not he 
taxed. It iM a hamiless and useful mild stimulant. 

ffi Xorth Dihar I consider the duty cx<*waivc and oppreative, I put the 
was there more drunkenness or crime due to liquor among Indians 
4*1 years ago, when country-made liquor of various kinds was vei^ cheap, 
than there is to-day when so called protective or prohibitive duties have 
increas 4 *cl the price enormously? There can onlj* lie one answer, no. 

1 nm a teetotaler, hut T firmly maintain that the oxceasive taction of 
liquor cannot be supported on any e<iuitable principles, (this applies to all 
countries). 

Q, fJi. — Yes. The duty on country-made liquor should not be a means of 
extortion. The Excise duty ought to lie greatly reduced, and made a uniform 
rate. 

(^, (ICk — 1 do not think so. 

/>7. — This ought to be absolutely stopped. 

(Jl. — Most certainly not. 

— Imported liqtioiM are already subject b) excessive duty at the port 
of entry. The different provinces have nothing to do further. As said above 
for country liquor the rate should he uniform throughout India. 

9* 7(K-'1 have dnink considerable (piantities of fresh tnri, and consider 
it a pleasant and iwrff'cily harmless drink u-sed by the people of India for 
centuri<^, and there is no reason w’hy they should bo deprived of it, or res- 
tricted in any way. 

I am most strr)n};;ly of opinion that the Pasis (toddy drawers and 
sellers) who are a hard working quiet cla^^, are severely oppressed by the 
ex<*essive license h'es, and fhc exhirtions of the Police and other subordinates. 
In place of the lif*enses, I am inclined to favour a tree tax. It must he 
kept in mind that the trees are the property of the landlord from whom 
the Pasis get a pc^riiiit to draw baldy, on payment therefor. A simple printed 
form might he supplied on payment of actual cost, to be filled in by the 
landlord showing the niimlier of the Pasi has taken up. On this the 

tax can lie <H>ne<'ted. Such trw tax should not exceed 0-1-0 (one anna per 
tree). This tax ought to lie made payable to the nearest Treasury Officer 
by money order once a faali year. 

if, 71. — I cHinstder the tax on ganja, clioras, and bhang, right. Bhang 
ought to be taxed by weight. 

Q, 7jf.— Having no knowledge of the systems, I can say nothing. 

Q, 73, — No. The extortion by subordinates is very great, to cover which 
licensees adulterate. 


(f, 7i.-— This was overlooked. I question this assertion. There should be 
no opportunity for ** monopoly by any licensee.*’ 

Q, 7«S.*— I consider the excise duty should be uniform throughout India. 

Q, 7f».— From a business point of view I consider distribution of opium by 
salaried subordinates entirely wrong. Sales from Government depdts, should 
be made to licensed wholesalers, who at their own risk would sell to the licensed 
retailers. This would be far cheaper. 

if. 77. — ^No. By the Government of India. 


Q. 78 . — Firstly 1 stale protection of any 
tpartiouiar trade is wholly wrong. 

All. 1 would add 


manufaeturing enteiprise or 

Id that a heavy duty on any article brought into India is 
— 1 ^ • manner it aets as a protective 

* * subaut free trwde and keen cccnpetitKMi to ke^ down are essen- 

“ • 1^ number of articles will bring in more 
tevenoe than a prolnbittve one wbicA is a restriction on tra^. 


detriment to her 
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y. 79.*— Aft ft men Planter whoee life has been in tbe ** back btoeki/* 1 am 
mtftole to ftni$irer tbift. 

Oj. 90-^~Y«e. Precious etoneist ftn<i pearls found in the country may 
be rightly and fully taxed. 

Q, SI. — can’t say. 

Q. SS.—Do. 

Q, SS.—Ad valm’em, 

Q. S4 * — I cannot say. 

Q. S5. — No^ as 1 ktioa* notliiiig about it. 

Q. — ^Yes, as far as possible. 

Q. S7. — He Annexurtf K. I consider those uncalled for and unsuitiHl to 
India. Aiotor Cars. Only those of the expensive kind liouglit and used by 
the rich ought to l>o taxcHl. Those used for business, or by workers not. The 
former are merely used for pleasure. The latter are necessities. I have said 
there should be no tax on amusements, and same applies to entertainxnents. 

Q. No. 

Q. J?!?.—- 1 know nothing of Reniham, but am firnilv of opinion the court 
fees (lately increased) are ample to cover all et>st, aiuf leave a large margin. 
Pnx'ess fees are excessive, (vide my answers to the quastiounaire of the Civil 
Justice Committee). ‘ • 

90.—NO. 

Q, 91 , — I do not know. 

Q. 9d , — I consider “ fees ” are taxes. As remarked before those on the 
sale of country liquor, more especially tari, are excc>ssive. 

Q, 9d, — No. Those at present are quite just. 

Q, 94 . — Am unable to say. 

Q. 95 , — Taxes on entertainments are entirely unjustified. I do not advo- 
cate increase of other taxes in place of these, it would only be adding to in* 
justice. 

Q. 96 , — ^Rent is that payable to the landlord for the use of land or for 
occupation of u house. Taxes are levied by Gorerninents for revenue and 
oilier purposes. In India this should remain as at present. 

Q, 97 , — There is no such tax in North Rihar, unless the Rond Cess comes 
under that category. I am strongly of opinion that a land tax would be a 
very great hardship on cultivators. 

Qs, 98-99 , — I can express no opinion. 

Q, KM), — Difl^cult to answer. I am of opinion and without prejudice that 
Rs. 1,000 per annum amply suffices for the needs ef the majority of the 
Indian community, but not for the European. I consider any Indian agricul- 
turist would be very well off on that amount. I don’t think a taxing officer 
would get at the facts. Last para. Yes, and would lead to great trouble in 
realifting. 

0. 101. — No. Certainly not, 

103. — Most certainly not, it would be grave injustice, and restrict the 
reclamation of such lands. 

Q. lOS . — I do not know how it is levied. There ought to be a uniform plan 
fixed by Government. On no account should it be left to local authoritiet, 

Q. 104 * — Can give no reply. 

Q. m.—^o. 

Q. 106. — ^Yes provided provisions are taken against abuse. 

Q. 107. — I can find no ^liedule II. To remaining questiotts, no. 

Q. 199.— Octaroi, and iemiinftl taxes are unjuet. Hoube and Municipal 
land, xiglti II the aaBeftsmant be honeBtiy done. I fail to see how a land tax, 
and a umd ceftft can be fairly levied on the bame proper^. WItih regard to 
North Bihar 1 say without hesitation that the money ntmi the toiid cess 
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hft<» been far a mn^iflerAble time di%'ert;ed to parpoiee for wfaioh it waa not 
Intended* Thi# ie most unfair to thoee (lAndlorcU^ and tenants) on whom it 
Jf ieried* At the very least iwo*thirdii of it ought to be devoted to itt legitim- 

Ate puriKiae* 

Q. 109 . have stated before ** octroi ” ought to be done away with entire- 
ly* It is an iniquitous tax, unjmtiy levied. 

The same applies to the ** tenninal tax/* 

With regard to the former, it is common knowledge that due to corruption 
the wealthy eacaiMj, the poor suffer. 

Q. cannot aay. 

Q, 111. — No. Save and except where a >»tnjctur«l bridge has been put 
over a river, in place of a ferry. In 8uch cases a toll may be charged to 
trover cost and iifikeej*. 

Q. 112 , — Land tax ought to be levifnl on the owner. House tax on the 
occupier. Thc«e should fluctuate as tittle ajv |>oasiblo. t.f., the assessments 
should lie for periods of not less than 5 to 10 years. To the last question, yes, 
he generally doi^. 

IIS. — 1 have never resided w'ithin municipal limits, at the same time 
ll am firmly of opinion that an i^juitahle tax should yield such as w'ould pro- 
vide for ell general rec|tureinents. 

1 consider that such taxes should be limited to cover actual needs. I ven- 
ture to write plainly, and state that the <li faculty liee with the assessors, 
•who cannot be trusted. 


Local bodies should have no power whatever to levy new taxes without the 
axpress sanctMon of the Governniont of India. 

Such sanction to he given only after proper investigation. 

Q, 111 . — I do not know. 

Q. 115 . — A fair rate on its development value. A landlord who lets the 
land He undeveloped to be taxed at the same rate as adjoining developments. 
Here again is the difficulty of assessors. 

Q. JlfJ.— -My experience b nil. I consider a tax on companies, and manu- 
facturers of cotton unfair, tm both are taxed on profits. As regards the latter 
any such tax would fall on the purchaser obviously. Professional men pay a 
tax for their certificates. 

\}. 117 . — On general principles I am against this. Also very much against 
**sabMidies.'’ If however any such he granted, their repayment with fair 
interest should be absolutely secured. 

Q. No. 

Q. 119. — I understand that all business profits are already heavily taxed. 
The rest of the question, no. 

Q. 120. — Mostly unsound, and unworkable. Not suitable to India. 

Q. ItL — I most firmly maintain Indian tobacco in any form should not be 
taxed. 


Q. Grossly unjust. (2) (3) (4) This would be virtually creating a 
State monopoly.’* ® 

Q. None. They would be bitterly (and rightly so) resented by the 

natives of India, and cause great hardship. 

Qm. lihm.^AhoYe appUes. 

Q. lid. — No, Bribery and corruption w^ould be rife. 
g. I|7.— No. 

ifA-idl. — ^Replies given above meet these. 
g. id#.*— None should he imposed on Indian tobacco, raw, or manufactured. 


imported iobwjoo Is neoesstt^. As for oigsn. dgsreUes. and 
nktiM. Oie dtouM be graded into 2 gn^. idl from son. 
Britlah countriea should tall tn the hli^ieat grade. 
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Q. JSS,^Ad wUorem, 

Q, ISi , — Dtttj (Amiexure X) on loaf should not excoed annas 8 to annas 10* 
IRiai on eiMrsi and cigarettes is very excessive. Xt ia most unjust to Eozo* 
^ns hy wBotii they are mainly smoked, a 25 or 90 per cent, graded on quality, 

price, would bring in just as much in the long run. 

Decrease in export of Indian cigars is due to the fact tliey are not OppTe* 
'ciaied by the majority of smokers in other countries. 

No local taxation on any tobacco. 

Qs. ld5-lS6 , — Partly answered. Most undesirable in every way. 

1S7-1SS . — True thus tax is levied, but it is an unjust imiKMiition. On 
payment of ordinary probate fees, and income-tax by the successor nothing 
more should be detiuiudeii. Death cannot be prevented. This duty pressea 
unduly if such successions oc'cur at short intervals in the same family. 

If introduced in India the tax should be on the gross income of the estate. 

On the amount of each individual who shares in the same. 

Q, 1S9 , — Yes. To all three. 

Q. 140 , — United Kingdom — Estate Duty. Unfair on all over £10,000. 
Up to £5,000 2| per cent. All over this 5 per t'eut. 

Legacy duty 5 per cent for all (>erson8. 

Q. 241 * — As appropriate in India as anywhere else. From all pftrsons who 
succeed, or inherit. I fail to understand (r). 

Q, 14^ —Yes. 

Q, 24s , — The main point is; value, or income? It should be the latter* 

Incomes from property not exceeding Rs. 5,000 should be exempt. 1 cannot 
follow the plea ot Sir Jaim^ Stephen, as I fail to see why the sufTcessor should 
not be ns capable of making the property pay as his predecessor. 

Q. 144 .— No. 

Q. 245 , — Impossible to say. 

Q. 24Ck — In India a*e have two nationalities living under the same laws 
and regulations. A tax of this kind should be fair to both (European and 
Indian). A European family in this country dependant on an income from an 
Estate of Rs. 5(X) per mensem would be in a hard position, whereas nn aver* 
age Indian family on such income w'ould be (xnnpara lively well off. 

Q$. 247 to 2 ^}!, — I am unable to make any conimenfa. 

Q. 152.-- Yes. 

V. J5J,— No. 

Q. 254* — Yes. I consider the duties excessive as regards liquor. 

The great number of rates merely leads to extortion and oppression, 3 at 
most should suffice, and they should be the same throughout the country fixed 
by the Central authorities. 1 have before .said the making of foreign liquors, 
er rather imitations of them, in India ought to be stop|>ed. 

Local Governments should have no power to add to or lower rates. 

Q. 255. — ^Indian grown and manufactured tobacco should never he taxed. 

Q, 256. — ^Yes. There should be no division of the proceeds. 

Q. 257.--Yes. No. 

Q. 158 . — ^Am unable to say. 

Q. 155.— Do. 

Q. 160 . — I most firmly maintain local bodies should have nothing to do 
with general taxation, as apart from the usual municipal dues. 

Q. 161. — cannot understand the meaning of surcharges in this ques* 
tion. 

Q. 162.— Yes. Most certainly. 

Q. 165.— No. 

Q. 164— No. 

ij. 165. — ^Right in principle. ^ 
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Q. iM.—No. 

Q. 167. — MSttredly. Central control is emniial. 

Q. l6S.--Am unable to aay. 

Q, 169. — The only thing I can aay is that in my opinion there are far too 
many staffs " more eap^ialiy in all Ezecutiire departments. Theae are an 
enormous exitense, there is no proper »u|)en*isioii over the subordinates who 
consequeiitly do as little honest work as possible. There is great sc^pe for 
ecotioiny combined with efficiency. I am unable to say what combinations are 
possible. 

if. tTl. — Absolutely true. I write plainly and remark that the main trou- 
ble III this country is ** corruption.^* It is rift* throughout tlie land^ and ever 
will be. 1 do not for a inotnent contend it does not occur in England and other 
Euro|><^an countries, but it is a thing inherent in all the East. 


Wriit(*n memorandum o/ the Bthar rianfers^ Association, 


With reference to the questionnaire forwarded with your letter So. 9r-T. 
of iJUth 1924, I have circularised the lueinliers of the North Bihar 

Branch, EMropeati AsscKdation, with a view to finding out the average ex- 
penditure incurred l»y a man drawing lU. 5(X) per mensem, which sum can 
be taken un the average pay drawn by planters and others in this district. 


The average yearly €*xpcmditure under : — 

Rs. 

1. Imported stores 70<) 

2. Clothing 735 

3. Retrol and car expenses 7S0 

4. Ba«nr 600 

5. Medical 255 

6. Miscellaneous IneUiding servants .... 1,590 

7. Holidays (not allowing for trips home) . , , 485 

8. Travelling 220 

9. rnforeseen 

Gives a total of . 5,810 


This represents the expenditure incurred by a bachelor. Many I may 
say are married and have U> meet the expeiisc^s' of a wife and family, which 
sncUuKvi education and extra insurance premiums. It means that "a single 
inairrau barely liye on the pay he draws and if he has no private means can 
tave nothing, while a married man without private means must get into 
debt. 

It may 1>e said that a motor car is an extravagance. Isolated as one is 
in mmt Bihar factories, a motor car is a necessity, and costs less than it 
would to keep a trap and horses which would be the only alternative. (I mav 
mention thi^ the price charged for petrol is a disgrace to those responsible, 
and to the Government that permits it). The budgets have been submitted 
on figures carefully based on actual expenditure incurred, and in most cases 
Mve not included wine, spirits and tobacco. In one case, the writer men* 
turns that he ^ had 10 months leave in 41 years, funds not permitting such 

occasionally entertaining 

one s friends l^n allowed for. The burden of taxation and the import duties 

^ Buropean in this country must be re- 
and taxaUon levied m such a way that the revenue required will be 

Indians. A p«in*x would in 
toy iM Mni o f dmedy tlio enl while • syatem of Promium Bonds on whidi 

iSLS taTSd <» pri- 




The life tkf the Britii^h een-ollieiel of mmll meani iit thi« eonntrv^ ii one 
tong op-hil! h|tht against rliinatic eoitdiiiont and pennrr and the oiAcnlt^r 
el giTing hiH children a decent edueation according to the traditlotitt erf hia 
rare. He j^ta no coiiaideration on any No Commission ccniiea to bis 

rescue to help with passagm home, increaimd pay, or compenaatioii of one sort 
and another, and yet he is the backbone of the Anxiliary Force India and 
among the hrst to volunteer when war breaks ont. He is strained to break* 
ing point and unless some inducement ts given to retain him in this country, 
India will soon come to the end of what is already a fast dwindling and dis* 
heartened community. 


Mr. Maimere gave oral awidenca at follows : — 

The President, Q. — Are you representing the Bihar Planters’ Association? 

.4. — Yes, Sir. 

Q. — Are you a meinbor of the Association? 

.4. — I am not a member, but I was askcil to represent the Association ai 
being the planter jjnd one of the most experienced. I wm a motober 

of the old Association before it was formed into a limited company. 

Q , — Is it an AHsoeiation of employers or it does include the employees? 

.4. — I mean to say a manager of an indigo factory can be a inemln'r of tlio 
association if his concern is a member of the association. If concern 
is a iiiember of the association, then, of cH>urse, the manager is a pro formd 
incrnber. 

Q . — He would represent the employer? 

A.— Yes. 

Q , — A man on Its. 5(X), would he not bo generally an employee? 

.4. — He will 1)0 in a dual position. In his position as manager he might 
represent the other partners aa well aa himself. 

Q, — Rs. 500 would represent the manager’s salary? 

.4— Yes. 

<?. — Would there not be a commission in addition? 

.4. — Yes, Sir. He would also get certain allowances for horses and so on. 
He would either get the horses from the factory or he would draw an allow, 
ance for them. 

(>. — So there would be very few people who actually get Us. 500 as thoir 
w^hole income? 

.4. — They draw their salary in this way. The manager gets his pay Rs. 500 
or Rs. 400, whatever it might be, and gets a 5 per cent commission on profits 
and he is allowed certain allowances. His allowances are for food, fu^ and 
lighting, etc. 

Q , — It includes a free house also? 

A. — ^Yes, Sir. 

Q , — ^Do they get free servants ? 

A. — They don’t get servants free. They are only allowed a free chaukidar 
in charge of the bungalow. 

Q , — ^ that the actual income would be something more than Rs. 500? 

A. — ^Yes. 

Q.—Now you have given ua an ouiliiie of the iimonie and the expenditure 
of a man of the standing of manager? C!ouid yon give ua an idea of 
amount he pays as taxes? 

A.— I cannot give you an exact account of the taxes paid. Be pays taxes 
in all sorts of different ways. For instance, if he Is found of liquor, he pays 
a duty on liquor. 

^.^llay we begin now with land revenue. What amount of land revenue 
does he pay? 
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4,— H« dam not pmy land raraona htmaelf, but iha conoern pays it. They 
diffar m the cam may be. I spaak personally ; the little property I hare w- 
enttrely my own. It is epiit up. I have got portion# here and ihaie. I 
have ^eee landa in perpetual leaiie. 1 pay Goveminent revenue and eeasea. 

^.---Could yon tell na actnalJy what is the proportion of land revenue yoor 
pay to the average profiia of the concern? 

4. — 1 am aorry 1 cannot tell you that. We do not go into detaila. Qnr 
balance aheeta are very rough ones. 

Q , — Kuppoatng your land revenue ta and your profits are “ Y/’ conidb 

you tell iia what fraction X ia over Y? 

A. — No, Sir; Unfortunately I had no hint of this question. If I had, 1 
could have workeii it out and given you the figure. All that I can say ia that 
I pay a pretty large aum in the Hhofie of Government revenue. 

Q , — Could you give its the figures later on!*" 

d. — Orta inly I would try to give them to you. 

Q , — I want to know what proportion of your profits you pay as land 
revenue? 

d-*— <k>rtaiiily I w^oiild a*ork it out and neiid it to you. If i am able to do 
ao, 1 will t?*?rtiiinly give it to you. 

Q , — Clan you U»ll m the percentage of land revenue to the economic rent ? 

d. — Will you |d€*as<^ ex|>lain to me what you mean by economic rent? 

Q . — 1 mean the net return. The net retiirn from the concern after deduct- 
ing the cost of working? 

A, — Am far as I am concerned, I can very safely say I have had no profits 
for the last nine years. I think that is the position of most of the planters. 
We did ver^’ well when indigo was doing well; now that indigo is smashed up, 
we are losing very heavily. 

Q , — Even in thi! last few years whim thime were bumper crops? 

*i. — No. We have not IukI bumper crops lately. Our crops have failed. 
Now Uie wheat, barley and other crops are being reaped. It is just now' being 
cut everywhere. Our cold si'ason cix^ps were practically a failure and the wet 
season crops protivtsiKl to he bumper crops, but unfortunately everything was 
washeil away by the fitxKls. Down came the fiooda and swei^t away practi- 
I'ally the wdioJo thing. That is the comlition of a great many planters. Of 
course, in the South they did not suffer ns we suffered in tlie North. The 
tesidt is now that I do not know hou to make both ends meet, I do 
not know the tTomlition of my brother planters, but I hear that conditions arc 
the HHine with them. 

Q . — You are working on the sharing system? 

d.— Yes. 

Q , — You are not cultivating yourself? 

d.— No, 

Q , — You sublet your land? 

d.— 'Yes, on the hutai system. It is divided into five shares; I take aa 
landlord f th and give the tenant fth. 

“You pay the whole land revenue? 
d.---Yee. 

Q , — ^You pay th© whole of th© cess? 

d.—Yes. With regard to my milkiuai, I pay all the cesses. The tenants 
have got aeparaie holdingiv on that 1 pay half-acma and the tenant pays half- 
anna. I colleet from the tenant. 

l>r. Brnmnipye. Q , — Are these annual? 

d. — Bomeiunes annual and sometimes half-yearly. 

The PrtMdfnt, <?.— Do I undersUnd rightly that in spite of the low Incr- 
mttee of the land Tovenne in a psmanmtly^tied area, yon cannot makw 
misatng pay with ordinacy ooontiy crops? 
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A. — ^That ia an aliaolute fact. ] am poatitTa about it, Nobodj in Bibar 
deuj that. Wiih one or two excepttmia who are partienlariij well off in 
baving money behind them beeidea what they make mm Uieir own propertyt 
.and hare done well with sugarcane, the othera are very badly off, 

Q , — ^You say country crops never pay, do you mean to say that in the case 
of country crops, you Buffer from thefts? 

A * — That is the thing. That is why we do not grow crops ourselves, tin* 
fortunately the Magistrates do not understand the magnitude of this crime* 
The point is this, I have got lands scattered over, say, 9 sq. miles, and 1 
«caiinot put a watchman on every plot. Even if I did, the watchman and his 
family live upon it. The little children end others go on picking the crops* 
At ffrst it xnav look very little, but in the long run it amounts to a great 
deal of loes. Vviien you see the total loes, it w appalling and you oaunot 
control it. The Magistrates are reluctant to punish. 

Q , — If you had your cultivation in a ring feiu^e, you could control itP 

A, — cannot do that. My land.s run over about 12 villages, nil scattered 
about, roughly covering 8 sq. miles. 

Q, — It depends upon the circiim.stances in which you ac^quired each plotP 

A. — Yes. 

7>r, Pamnjpyv, Q, — In making up the accounts of your business, you, of 
course, take into acwunt the land revenue .vou pay os part of the* standing 
.expenditure of your husinesHp 

A. — Of courfit>, we do. 

The rreddent. Q . — ^^Vhat rigVits do your occupancy tenants have? 

A. — Absolute right. 1 can do nothing to them. 

Q , — Can you not increase their rents? 

A. — No, except by going to Court. You get only 1 or 2 annas increase 
after about 10 or 15 years. 

Q , — In the case of your own lands w’hieh you let yearly or half-yearly, you 
ean increase the rent? 

A. — Yes, to a certain extent. If the season is very favourable, I may ask 
the tenant to pay one rupee more, that is all. 

Q , — Are they cash rents? 

A. — What I do is this. It is only optional, but the men prefer it. Now 
there is a field and I know practicMilly what that field^s yield will be. I estimate 
the cash value of the yield, of course, roughly. I ask the man to pay the 
cash value. Out of that cash value he takers {th and I take i^th. So what- 
ever my share comes to, they pay me in money instead of grain. That is the 
way I work it. 

Q. — Supposing your normal share is fth, you can occasionally raise it to 
half? 

A. — I could raise it to anything, but I never do it l>eeause it would be fatal. 

Q , — When you take your cash rents, obviously the rents would vary aocrord- 
ing to the prices of wheat? 

A. — I do not make any alteration like that. 

Q . — So that your rents are practically cash rents based on the hypotheeis 
that they are equal to lih of the produce? 

A. — ^Yes. But 1 want to tell you one thing and that is, what I have said 
is my own experience. What others do, I do not know. I know some others 
do otherwise, but I have arrived at that stage of life when I can manage my 
own things without interfering with other people's affairs. There used to ne 
A great deal of difference in other factories over crops like tobseeo, etc* 1 do 
know in those factories the custom wee for the factory to take S parts out ol 
5 and the cultivator to get only 2, but against this the factory au^Hed the 
manure. The refuse of indigo, what we call serf, is admatlM all the 
agricoltond chemists to be ^ finest manure lof any egiaeultural produee* 
We used to give them this manure. They used fo cart it amgr Mi ire gave 
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tib# ftctuAl ntuif free* but the feet is that the feciory owseta got 8 out of 5 
ettd the eultivatoni got only 2* I do not do anything like that. 

i» the rate of wage* roo^ly far an agrictiliural labourer in your 
part of the world? 

it.— That veriest rery much indeed upon the particular time of the year. 
Sometiute you can get a cooly for a couple of anuaa and sometimea you cannot 
get hiiri at alL 

Q , — The wages in your part of the eWorld are very much lower than in other 
parte of India? 

d.*— I do not knoa' that. 

Q . — What k the pay of the village chaukidar? 

A , — His pay is Us. 5 or Rs. 6. 

— The village iicho«il master's pay? 

A, — 1 cannot say that. 

tVhat iH the wages of u syce? 

A » — We ujieti to get him for ils. 5 a month without food, but at the .same 
rime you must rciDmibe- they are our own tenants. They have ijot la.ods aad 
they arc doin^ fairly well. 

V- — Y«su do not give them a plot of land free? 

A.— In tactories the great nuinhc^r of theui get n little nit of land round 
Uieir luHiKe/* free and we generally help them with bamboos* etc., for construct- 
ing their houses. 

Df\ Paninjpite, Q . — What is the average size of plot you let? 
d. — There is no iiinitation. 

^l,<-«-Wliat is the usual siae of a Hiiiall farm? 

4,— A man who. you might say. lives practically by labour on the laud, 
that mau may hold a« a tenant anything from half a bigha to 2. 8 or 4 bighas. 
this enough for him to live upon for the whole year? 

.4.— Nil, he works as well. 

if , — Hut the whole commuiuty lives on the basis of land? 

A.— Yes. 

if , — They do not do other work? 

.4. — Why, they work for me as daily labourers. 

if, — ^I'he agricultural occupations are seasonal occupations? 

AL. ao, but I try and suit my need to their time. I do not asu 

ibeiti to give me their ploughs, when it is of paramount importance for them 
to plough their own land. 

if. If they get enough work during the remaining period, say six months 
it m sudicient? 

4,— That is quite sufficient for ordinary families, I mean to supply taeir 
bare necessities* that is to say, with actual food. I may say that their food 
la more or Jess provided from the land. Then anything that they may mi^e 
over Bud above that, they utilise for buying clothes, expenses of marriages 
and other things. ^ 

. . cottage industries in your province, such as spinning or 

om-making for insUnoef f * 

4.-— There are none or very little in Bihar. 

They do not manufacture their tobacco into hiris? 

4.— -No. 


I>««on« who own no land and who are merely daily 
hnt they are few, 

dnrin* the acrfonltural aeaam and go awiqr dnrias tlw 



A, — SonietiiiMW a number of iltent would go off to Bougal at the time d 
the iute or they go away at certain tiinea for tie paddy cutting in 

Would it be right to say that in the case of these dally laboureri they 
Would be practically engaged every day for sue months of the year at a oartaia 
rate of wages and for the remaining aix months they would be engaged tot 
about a fraction of their time? 

.4* — I think you may say that out of 12 months they are practically engaged 
for 9 or 10 mouths. They are getting enough to live upon ; 1 do not say it is in 

lujcijry. 

The President . Q. — Could you tell us what the yield of tohac<?o is |wr acref 
Is the yield very variable? 

A . — An acre of good tohocco ought to yield (dry leaves) about 10 mautids. 

^>. — Tf it is grown on bad land, does it give much 

4. — Yes. In a yoa\r of ticHKls and tremendous moisture like the present out*, 
the land becomes impregnated w'ith what we call tisiir which is a kind of aali; 
a irreat deal of the salt gets washed aw'sy and the cultivatoi^ tpow chilhtH 
or tobacco in their ordinary lands. 

Q . — What will the yield In? theiiP 

.1. — About 5 niaunds ; the yield would vary from 5 to 10 tiiatinds. 

Q , — What do you say to taxing tobac'co on the acre cultivated P 

A . — I think that it would be unjust to put a tax on tobacco; abut if you 
flic ^'oiiig to do it, that is the fairest way, because you will never get at the 
"ait turn. 

Q , — Would the poorer classes in your Im'ality prefer a tax on tobacco to a 
tax on salt? 

.4. — Most certainly, they would prefer a tax on salt. I want you to under- 
stand that, as far as North Bihar is concerned, the cultivation of tobacco and 
chillies is pracTtically in the hamlH of cultivators. The labouring classes, the 
smaller men, do not go in for them. The good agriculturist, perhaps a man 
wlio has 20 or iK) acres under cultivation, would have an aero or two ia 
tobacco and 4 to 5 acres in chillies. 

Q . — What are the stages <if the preparation of the tobacco? 

A. — The year is divided into two divisions. One is called the cold season 
crop, which is now being cut. If a man is going to put tobacco on a plot 
of land he must not <*uhivat4» it in the rainy season, because tobacco takes 
a great deal out of the ground. He should plough the land, perhaps every ten 
days; after that, the tobacco is sown and planted; then he gives the land 
a thoiough ploughing again in order to level it. 

Q . — ^What does he do for the process of curing? 

.4. — He does nothing except drying the leaves. 

Q , — Does not he hang them up at all? 

.4 .—No. 

Dr, Paranjpye, Q , — Does he cut the whole plant or tU>es he cut the leavc^n! 

A. — ^He cuts the whole plant near the ground. Then he just lays them 
on the ground in the sun ami takes them out and packs them into bales ol 
certain sizes for sole. Tobacco buyers then come round and buy them. Thera 
is a big tobacco factory in Bihar, called the Indian 1>af Tobacco Company 
near ^mastipore. There tobacco is not prepared ; they simply dry the leaves 
in large quantities, take the stick and rib out of the leaves and send tiiem 
to the Factory at Monghyr to be made into oigarettea. 

— ^What do they do with the sticks and ribsP 

A. — ^They sell some of them for manure purposes and they sell some ol the 
dry root for making snuff. 

The Prerident, C.— How long does the drying takef 

A. — In flue weather, over 16 days. 
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A * — Blight fonmoiiiiioii doM take plaoe. Oonorally spindKing, tlio cukiTa* 
lor ppta tm iohacoo out for drying^ in tho eroniiig ho t^es them aO up audf 
Sayi them in a pile* A cortaiu amount of oveating goeo on; it la mUd ler- 
montation. Ho dooa not really know any acienisfic reaaona for that; I apeak 
from eapoHenoe. Next morning again m laya the tobacco down in the aun 
and ihie proceaa goea on until the leavee are perfectly dry. 

Q, — When the leavea are perfectly dry, are they in the form in which they 
are ordinarily oonaomed in the baaarP 

A, — Yea. 

Q.*-*f>oea he make a twiai of it or anything of the kind? 

A.— No. 

Doea the manager of the factory pay income-tax? 

A, — Yea, on hia pay. 

Q. — On hia prohta? 

A , — Of courae. 

Are they not income derived from agriculture and ao exempt ? 

A, — That waa the |>oint 1 preaaed, but Government consider this a manu- 
facturing proceea. 

Q . — But under the Governniont of India rulinga, it is only on the manufac- 
turing prefita of the tea p]ant4*r or the sugar factory that inc^oine-tax ia levied. 

A.-~tn fact they are more agriculturists than we are. If the tea planters 
have to pay, then wo are l>ound to pay. 

Q.*-*-They pay on the profits of the proceaaea of manufacturing tea ah dis- 
tinct from the cultivation of the tea plant. They keep two seta of accounts, 
one to the stage up to the end of the culti%'ation, and one to the manufacture 
and sale. 

A. — Practically we did the same, but our way of calculating prohta was a 
very rough one. We are not businOHs-men. If I sold a certain quantity of 
ludigo at a <*ertain price, the price I received le$$ my expenditure was the 
profit and I got my 5 per rent. 

p, — T am trying to get away from indigo. At present are you preparing 
any article for the market? 

A.— No. 

Q , — How are you liable to income-tax then? 

.4. — I do not say I am now, I am paying income-tax only on niy own» 
•alary now. 

p. — A manager niuler a company would have to pay income-tax on hU 
aalary and on his commission? 

A.— Yes. 

Q . — But will not his aimiiiission be directly income derived from agricul- 
ture 

A. — Go\*#>rnment do not differentiate that, A manager’s pay, allowances 
and (^miuisaion form his emoluments, and he is liable to income-tax on his total 
emoluments. 

p. — Does not the customs duty fall heavily on a European getting Rs. 500 
a month? 

A.— Tf I want a bottle of whisky, I have now to pay double of what I paid* 
years ago. 

Q , — That is the same all the world over, 

A.^Ye^. 

Q . — What about the duty on motor oars? 

A. — ia an iniquitous duty, WTien I first got my car, it was perhaps a 
luxury ; but now to a f>laiiter a motor car is a necessity. I do all my work 
In my motor car. 



* — Tliat tax would ouly affeci you wkon got a imr oar ; you do uoo 

wwQr often do it? 

A , — That in true. I was Mying that a motor ear ia not only neoetiary for 
a Buropean, but thounands of Indians empl^red as Engineers or Heallti Ommiw 
dud it Tory useful. A hum number ol i^ian aamindars round about mr 
part hare got motor ears. Motor oars ara rery cheap to run. Before 1 Kad 
my oar, I had to keep 12 homes to do my work. 

Q>. — Take the case ol sulnirdinate officials ; do you think they do their work« 
better in motor cars? 

A.— Yea. 

P.— They soiiietiines run the travelling allowance rules to death. 

A . — ery considerably . 

p.— Have you ever heard of men drawing more than their pay as travelling 
allowance? Is not the motor car a luxury in this instance? 

A. — No, you could <*ontrol such eases. The advantage of a car is that' 
a man can get over a larger area in a ahorter time. If he rides a pony, he 
has to wait to get some one to hold it. He does a great deal more swd work 
hy using a car. 

p. — Does not that depend to a great extent on the work he has to do? 

A. — ^These men have plenty of work to do, 

P. — If they run about on motor cars, they fail to see things that t^ey ought' 

to see. 

A. — That is to some extent true. 

p. — What about imported tobacco? 

A. — Y’^ou have to pay a fabulous price for that. 

p. — What other tax does the Etiro|>ean on Rs. 500 a month pay ? 

A. — ^The price of his clothes is doubled. 

Q — Xhere is an import duty on clothes? 

A. — Yes, the prices of his stores have also doubled. Kvorything has more 
or less doubled in price. t 

p. — Really the whole of your case is against the largo increase which is 
taking place in recent years in the iifi;K>rt duties* 

A. — ^That is part of it, 

p. — You mentioned your experience of the District Board and told us that 
you pay 1 anna of the rents as cc^. How is that ascertained in the ease 
of rentals of 6atoi land such as you have? 

A. — That is more or less a kind of fixed assessment. 

p. — Are you assi^sed |>eriodically ? 

A. — ^Yes, we have to send in returns, sometiines every five years, soinetiinos 
every three years and sometimes every seven years. 

p. — Is that practically the only District Board tax? 

A.— Yes. 

p. — Does that supply sufficient money for the District Board services? 

A. — As far as my district is croncerned, I may say that it is not at all well 
managed. 

P. — Have you got any colliery in it? 

A. — ^No. I maintain that the object of a road cess is to improve the cotn« 
munications. l^ormous sums are devoted out of tlie road cess for other pur- 
poses, instead of being devoted for improving the roada. That waa one reason 
why I resigned my membership of the Board. 

— ^ln it devo^, for instance, to education? 

A. — ^Yea, to education, and sanitaldoti including Health Officers. Ihen 
enormous sums are spent out of the road cess for building rest-houses, but the 
tax-payers are not allowed to use them. 



you Hublo to on education oem uu^r the Prijiiai*y Eduentkm Aol 

A , — I hare not poid it §o far. 

— You are not in a union ; it can only be enforced in a union or rnunici* 
fality. 

XHr. Paranjpu€, 9 .— The whole tenor of the statement aubmitled by the 
Plantcra* Aasixnation shows that the planters' life is not a bed of toees* 

A. — No, it is not, because we are not making money enough ^ get out of it. 
The aim of eTery man, whether he is a commercial man or agriculturisty is to 
retire after a ceHain number of years. 

Q, — Beeini^ that the life is so hard and the business hardly paying from 
the point of view of the proprietor, new |»eo]>le are not taking up this planting 
bttiinessP 

A . — Only very few are c^otning forward. All the factories are being sold up. 
I will myself sell to-morrow if only I can get three-fourths of its value. 1 am 
now making nothing. It is very difBctilt to make one’s bread and butter. I 
ani not nmking a full return fin the capital. 

— Have you read the ineiuoranduiii scnit by the Planters' Association P 

A.— Yes. 

Q , — The last paragraph of it says “ The life of the British iioii-ofBcial of 
siusl! nicAMs in this f*oijnirv is one long up-hill fight against climatic condi- 
tions iiml pf*iiury, and fht' difficulty <*f giving hin cnildren a diH^uit education 
ncronlit^f to tlie traflitions of hia race. He get« no consideration on any 
jioint. No ('ominission corncH to liis rescue to helf> with pasnagea home, 
iK^rcHscd p«y, or cfiinpcnsHtioii of one sort and another, and yet He is the 
hackhiru? (tf the Anxiliarv Force in India and among the first to volunteer 
w hen war breaks out . lie is strained to breaking point, and unless * une 
iiulnrcincnt is given to retain him in this country, India will soon come to 
tile end of whnt is already a fast dwindling and *^dishcartened community”. 
l>o you agree, in this stat^unent? 

A. Yc'h; it is a very plain fact. 1 will put it in another way. I came 
out to ihi« country vvh»?u I was a hov of 18 and have never gone back. I have 
got 11 son who is in th«* Navy, 1^1 <*ould get just enough to kc*e|» myself 
and iny w ife— I do not want any luxuricH — I would gladly live hero. What this 
KtatciHcnt really means is tlmi we cannot stand more taxation, I mean the 
F.uropeiMi coininunity. I tpiite admit that taxation is necessary and you can- 
not carry nn Oovernment witliont taxation. But if any taxes are necessary, 
tlu'u they slioiilvl l»4> Mich that would hit all euiially. In iny opinion, a 
perftH tly legitimate tax is the tax on money-lending. 

Q — I>o any |daivters go in for money-lending.*^ 

A. — No. They only borrow. 


Mr. B. A. COLLINS, LC«S.f M«L«C.t Diraclor af Indaalriet, Bihar 
and Orina, was next esaminad. 

IVriffrn memorandum of Mr, Collim, 

Local taxatiox. 

With reference to questions Noe. 106 to 118, I have studied tiie queetion of 
local taxation in Bihar and Orissa so far as it refers to education, which 
is usually claasihed sa ** naiicmal " or “ onerous.” 

2. In this province, with a few exceptions, Distriet Boards, which are 
responsfhle for the adminietration and cemtro! of primary edooatkm, hasre 
only one source of taxation, the land cess. This they may impose up to 
a maximuin of one anna in the rupee of the rent paid lor any land, and 
in MMtiM an til, Bowdi ium imporad tlw mwtmmn caa. im tiw law 
elands, they are at present unable to raise any more funds and the on^ 
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poiuilile growth of ron^ntio springs from the process known si cess re 
Tiduhtton ** hy which the profits from land and other aonrceii are reeahied 
periodically. The aeitial increase which they could obialii thia way» li« at 
a rule, very limited. A few fortunate Boarae have coal mines In tfieit 
dietric^ and obtain very large incomes from cesaee levied on these mines. 
Speaking generally, however, Ae resources of Uie Boards are definitely 
limited and cannot be substantially increased. Many of the Boards receive 
an extremely small income from their land cess; others obtain a relatively 
large one. But it does not follow that the inhahitants of the districts with 
small incomes are really poorer than those with large ones, sinc^^ the cess 
collected depends simply on the rent which the cultivators pay. In point 
of fact, in some districts where the rent level Is low, the ralyata are extremely 
vrell off and can easily afford to pay higher local rates. The district of 
Singhhhiim is a case in point. 1 myself was employed for two years in the 
preparation of the record^of-rlghts in that district and know the local con* 
ditions of a part of it fairly well. I consider, and the present District 
Officer, who has been stationed there for some years, agrees with me that 
the cultivators in this district, many of a^hom also seek employment in the 
Tata Iron and Steel Company, and other eompanies operating In the district, 
could well afford to pay twice or three times the preaent local ratea. 

3. On the other hand, some of the distrii'ts, adiich hiiV€> a very liigh ^'css 
income, are not lietter off iliaii those which have limite<! ones. For instHm*e, 
the three districts in the Patna Division— Patna, Gaya and Bhahahad — 
enjoy, with the c^xception of one coal district (Manbhuin), the three highest 
ceK^ incH)ineH. This is due U> the fact that the |)roduce rent system is pre- 
valent In this Division and the landlords thus obtain a much higher sliare 
of the produce of the land than they do in North Bihar where cash rents 
are usual. It might indeed he argued that under the present system the 
more the cultivators are rack-rented, and therefore, the less well off they 
are, tiie higher rate of local taxation they have to pay. This is not entircvly 
true, but there is a great deal of truth in it. On the whole, the cultivatore 
of Patna Division are not relatively badly off, and I oertainly do not think 
that the local taxation weighs heavily on them. But this very fact tend^k to 
show that the cultivators in North Bihar are relatively lightly taxed and 
could, 1 think, easily pay double the presicnt local rates without feeling 
them. All this seems to show that the principles of local taxation in this 
province refjuire to he chatigctd. In the “ pre-llefornis ** days any such 
change was always resisted on the ground that the District Boards were not 
truly representative of the peopUs, since most of them conaisted of noniinnUHl 
members. This argument lui longer holds gmxi, since most of the members 
of all District Boards are now elected on the same franchise as that adopted 
for the Legislative Council. In point of fact, extra locral taxation is badl^* 
needed for primary education. But before discussing tlus point, I will 
turn to the aspect of the matter that m raised in questions Nos. 117 and IIS. 

4. In considering the manner in which local iKnlies should share with the 
Local Government burden of naiiooaJ or onerous services, it is not nossible 
to make any very valid comparison with the conditions in Great Britain. 
There the iWiurc^vi of the loc^al bodies are drawn mainly from the land, 
while the Central Government relies on income-tax, customs duties, 
death duties, etc., etc. It is true that owing to the way in which 
the land tax is assessed by local bodies, it is distributed fairly 
evenly among all classes, but in consideiing the share which the local 
bodies and Uie Central Gkivamment should hear in an smpmtant national 
•ervioe like that of educaiion, one must he influenced by the fact that the 
taxes levied by the Central Government are paid somewhat disproportionately 
Vy tile wealthier classaa, and on the wb<de by those cliasea who^ at any raie» 
do not bear more than their proportiiMiate sfiare of the local casses. There* 
fete. In so far as the Central Government oontrihutei towards the cost of a 
service like education, It probably resolts In the wealthier desses conirt* 
hating more towards it than they would otherwise do. In liilifa the, situa* 
iiok is quite diffeieiit, owing to the fact thkt there is a federal S 9 «tem. Those 
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of roTonu© on which th© Oentral Govorninoiit in GroAt Bninin wli^ 
ar© nvatnly ©nioyod by th© Government of India and there la not ^ much 
difference in kind between ih© taaoe laeied local b^i^ «d ^ Local 
Ooremnient. One-third, approximately, of the income of the Locti Oovetn- 
nieni ia derived from land revenue, while moet of the resources of uie local 
b^ieii are ali*o derived from th© land. The other main of ^ 

the Local Government is excise, and, if anything, in India thm is oontributm 
disproportionately by th© poorer classes. Stamps, anotiier large source m 
provincial revenue, are also contributed fairly ©cpialiy by all classes. In 
considering, thc^refore, how th© cost of education should b© shared between 
the Provincial Oo%'eriiinei.it and local bodies, it is hardly possible to apply 
the anahigy of a cotintrv like Great Britain. I m5^1f have not any ex- 
perience of the systems of other fedornl countries. The considerations which 
should crarry weight in deciding how, if at all, the cost should !>© shared seem 
to me to fail under two heads — (1) .\s the local bodies do and must administer 
and control primary education, eubjeci to certain conditions laid down by 
the Local Government, it seems most desirable that they should bear a suo- 
ataniial part of the cost. Jf it was entirely financed by grants from the 
Provincial Gov€*rniiient, there would he a tendency towards extravagance. If 
the local bodice know that they have lo pay part of the c^t, this would 
tend to make them more economical in their administration. (2) Some 
districts *iire more ba/^kw^ard than others, and in spite of what I have said 
al)Ovc some are really |>oorer than other’s. If local Indies had to finance 
primary education entirely, th© results would be that while some of them could 
ivrtbrd to iniri>duce free and coinpulst>ry education in the near future, others 
would be left behind for many years to come. This is certainly not desirable 
in the general interest either of India or the province as a whole. Progress 
must l>© generally eqiiiiliHe<] as far an possible. Tliefi© two considerations 
seem to make it necessary that both the Provincial Government and the local 
bodies aliould contribute tlndr fair share towards th© cost of primary educa- 
tion, After careful conskleration, it seems to me that the best proportion 
would be half and half. 

6. If th© money riNpiired for introducing free and compulsory education, 
which is estimated roughly at one crore recurring, is to be raised in this 
province, this can only l>e done by a cess on the land. The total amount at 
present raised by the ono-anna cess is roughly Ks. 70 lakhs (of which several 
lakhs come from coal), and althmigh public opinion is not yet sufficiently 
atirred to favour District Boards being given power to raise as much as may 
be necessary in each case, at least they might be given power to raise a 
special cess earmarked for primary education not exceeding half an anna 
in the rupee of rent. At the same time th© Provincial Government mig^t 
be empowered to levy another half-anna for the same purpoea* If legisla- 
tion on these lines were introduced, it would be possible for the Local 
Government to undertake to add an equal amount to whatever sum was 
raised by any local body for the purpose of education. Th© money raised 
by the L>oal Govemment would, of course, be levied equally throughout the 
province, and there would thus be an incentive for local bodies to levy 
additional rates for education in order that they might share in the pro- 
ceeds of taxation which would be levied on them as well as on th© rest of 
the province. 

6. Dnlortunately, there is considerable nervousness in this province 
about extra taxation, and public opinion is certainly not yet ready to im- 
pose extra taxes for even such an object as primary education, which is now 
beoamidg more and more recognised as essential for the national wel!-being» 
This ne^ouaness extends even to giving local bodies power to tax themselves^ 
partly, I auppoee, because the general public do not trust ihoee whom they 
m Uuta and partly baeaim itoy am not wflling tnrm 

w ran toa Matt ruit of extra taxation being iapoaM. This atUtaoa hat 
»ap xary in the Local Legislative Ooundl. mUe. tbeiefon, 

I Aaxe jpxen my opiakm, as to the<linee on vhidi progrew should he 



1 fear that any attempt te introduce new taxation for eduoation is tt<4 
mally feasible at present. 

New sonncES of taxation for the Provincial Gotrrnhrnt. 

The only two new aouroea of taxation* which would bring any substantld 
income to the I^al OoTemment nrhich 1 have at all eUidied^ are coal and 
lac. Although I do not peraonally think that a tax of a few annaa on cod 
would be such a very great burden either to the coal industry or thosa 
dependent on it. still I recognise that the opposition from the Government 
of India and other provinces to any such tax would be so great that it is 
Teally impracticable at present. therefore, do not propose to waste time 
discussing it. 

2. The case of lac is somewhat different. Lac is practically the monopoly 
of the Indian Kmpire. The only other countries that export a little lac are 
French Indo-Ohina, Siam and the Straits Settlements; hut their exports are 
®^ghg*hle. On tlie other hand, a very large projiortion of the lac produced 
in India is exported and the possibility of an export tax, therefore, naturally 
suggests itself. This is all the more attractive lierausc the fluctuations in the 
price of the finished article are so great that it seems hardly likely that 
a small tax on shellac or .stick-lac, as tlio case may be, would have any 
appreciable effect on the industry. This iiuliisiry has hwg carefully 
examined by Messrs. Lindsay and Harlow, whose report is published as 
Vol. VIII, Part I of the Indian Forest Records, and I presume that the 
meniliers of the Committee have access to this report. It will he seen from 
^he statements on pages 7B-79 that it is estimated that just half the lac 
prodiif?ed in India comes from Bihar and Orissa, t.r., about 670, (KX) maiiitds 
•out of 1,127,000 maunds of stick-lac. This estimate is confirmed by the 
Hgures given in the ** Report on Trade carrietl hy Rail and River in Bihar and 
^Orissa ” in the official year 1920-21, the last year for which these flgures were 
7 >ubliahed. From page 29, it will be seen that the exports of lac, that U, 
ehellac and stick-lac combined from Bihar and Orissa, totalled 682,000 
•maunds. Allowing for loss in conver.sion from stick-lac into shellac, this 
■corroborates the figures given in the statement already mentioned fairly 
closely, since these estimates arc* necessarily somewhat viigiie. Again, accord- 
ing to the statements on pages BB-B9, it will lie seen that the average 
exports from 1914 to 1919 were in the neighhourluKKl of 2(X),(KX) cases ot 
400,000 maunds, and these exports consist mainly of shellac, as will be seen 
from a reference to the ** Accounts for Sea-borne Trade and Navigation.” 
Since 1919, the exports have steadily increased, and for the year ending 
March 1924 they amounted to 520.fXJ0 maunds. For the nine months ending 
•31st December 1924, they have shoivn some falling off, but are still higlier than 
for the corresponding period in 1922. 

3. This increase in demand has taken place in spite of the fact that of all 
•commodities, I imagine that lac has lost the least in value since the boom 
period after the war. The price quoted in ” Capital ” for the 6th Jamiary 
for T. N. is Rs. 134 as against less than Rs. 100 per maund in Calcutta 
in January 1919, and the previous highest price of Ra. 110 a maund in 
1906- Dunng the intervening period, it has maintained a high level atid 
baa been up to Rs. 240. Under these circumstances, I am unable to see that 
there is any danger in putting a small tax on lac. The conclualons reached 
hy Messrs. Linduy and Harlow <see especially page 95 of their report) are 
that there is not much danger from aul^titiit^, but that in the intereatii of 
the industry measures should be taken for increasing the supply of lac and 
equaliaing the crops so as to make such danger, as did exist, less formidable. 
I cannot, however, myself see how the imposition of tax of, say, Bs. 5 a 
maund on shellac would be any serious danger to the lac todustry, while 
such a tax might bring about twelve lakhs to the provincial exchequer. 

4. The collection of the tax would not cause any great difficulty. The 
simplest way of collecting it would he as an export tax to he divided in 
agyeed-on proportions between the various provinces concerned; but another 
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method would he hy m levy on the denpAidiae by railway^ atiA4ac udi 
•hetlao being: mttmmmd iieparmteiy. DiificttHy might, however, ariae In cnaea In 
which iiiick-lac waa booked to faetoriea for manufacture into atiellae, I 
think, tiierefore, ^ai, on the whole, an export ten would be the dxnpleat.^ I 
have not been able to go into mudh detail regarding the method of eolleetion, 
because the iiitereata concerned are naturally much opposed to auch a tax, 
and I have not been able to obtain the neceeaary information. This could 
easily lie gathered, however, once it was annoanced that the tax waa 
accepted in prindple and the co-operation of the Indian Lac Aaaociation 
waa invited aa to the beat method of levying it, 

5, TImh tax is propositi as a provincial tax. Bihar and Ortaaa, like other 
provinces, suiffem very much from being unable to share in the profits of 
industry. Big coni-ernH like the Tata Iron and .Steel Company are white 
elephanta, because the income-tax fmm them ia collected in Bombay nr 
Cafruttat while the noreniment of India gets customs duties and the profits 
of railway's. If any tax in to lie levicsl on this industry, therefore, it should 
go to the proviniMal Governments in order to assist them in providing the 
scnucisi which these large industriea reqtjirc. At the present time, the I^xxral 
Government have to provide services in rcsi>ert of police, magistracy, etc., 
and g€it no assistanf'e from the taxation whif h they pay. 


Mr. C<rfUa« fare oral avidanca at foUowt 

The Pretid^nt. vou tell iia what the pay of a teacher in a primary 

aohool Is? 

A.— -There are a certain number of minimum stipends laid down by the 
Government according to qualifications. A trained teacher who has paaaad 
the middle vernacular stage should get JU. 12 a month plus the fees tnat hi» 
may get from the students which come to about Us. 3 or Ha. 4 a month on an 
average. For a man who has passed the upper primary, the minimum stipend 
is Us. 9 if he is trniiunl and Rs. 4 if he i.s untrninixl, plus the fees that he 
collects. Actually, of course, in Board schools higher rates are paid; but 
m«>st of the gurus are what we call stipendiary gurus. 

Q . — The Boards have only one sort of taxation? 

A,-— Yes; for practical purfioses. I am not very strong on the Local Self- 
Government Act, but practically they have very small incomes from pounds, 
ferries, etc. The chief fK>urce of revenue is the cess on land and also on minea 
in aome districts. 

Q . — There is no tax imposed except on agricultural land and mines? 

A.— At any rate no other brings in anything wwth having. 

J>f, Vnmnipgt. Q . — You say, “ as the law stands, they are at present un- 
able to raise any more funds and the only possible growth of rev^enue springs 
from the process known ns * cess revaluation * by which the profits from land 
and other sources are revalued periodically Who does this revaluation? 

A,— Generally a Deputy Collector is lent to the District Board and he doea 
it. 

Q . — Is this pra«^tically something like settlement work in the raiyatwari 
tracts? 

A. — He is only concerned with the profits of arailndars and others and the 
valuation of produce rents. The cash rent is fixed whfm Uie feoord-<if«ri|jhti 
If prepared. 

there any tendency to cook tiie figures of rent to eecape the eesif 

A*---They eannot cook the figures of cash rent because that Is in the rsooid* 
of-rights ; and in the ca^ of produce rents it is not in their interest to cook 
them because they are botmd by their returns of rents fai esse they fils say 
suit for recoverr of rents. 

Bit Psiuy Taemptou. Q. — Do you think that any part of tiie ossa shouU 
Mlon the^holi^t ^ -r j 



A.—Ym; I aei M wlij tl dtoisM ncfl. 

Q.— Tli« pmoo w1m> enjoys the mmitim ptnrided is Ike 
Uie seiiilniler dmirti ike rent from ike hmd. 

The President, Q , — In Home districts, is not the sub-inleudmtiofi so greet 
tkei it is stnioet retjetweri, say, Ohapra. for example. The landholder hlinaelf 
is a very small person. 

A , — The biggeet landholder is the Maharaja of Haiwa who owns half the 
district. 

p. — Is not a great part of the district sub-divided into small estates each of 
which pays lie own land revenue direetf 

A. — It would be so at any rate In a number of disiriots where there are no 
very large landholdera. 

Q, — Are there many unions in the province? 

.4. — ^There are verv few. At present they only exist in semi-Orban areas. 
We passed the Village Administration Act« with the idea of creating unions 
with wide powers, magisterial and judicial, all over the province and they 
are being established. 

Q. — Will they also be able to levy the primary education cess? 

A. — ^They may levy a cess or tax which can be used for primary education, 
sanitation, medical relief and so on. There is also a provision in the Primary 
Education Act for the lev;^ of education cess in municipalities and that AM 
is also applicable to the Unions. 

Q , — But 1 understand that no municipality or union is able to put that 
Act in force. 

A. — Yea. It has been In force in Banchi Municipality for a number of 
yearn; but it has n€*ver raised any cam. Ji has now been ap|i)ied to one other 
union and that also has not raised any cess. 

Q . — You SII 3 *, “ a few fortiiiiate Boards havi> coal mines in their districts 
and obtain very large incomes from cesses levied on these mines 

A. — ^Yee. 

Q.— There has been no endeavour as In the Central Provinces to constitute 
separate District Boards in order to enable the coal mines to get the benefit of 
their payments. 

A. — ^There has been discussion about dividing the Manbhum district which 
consists of the coal area divided by a river from the rest of the district; and ft 
looks very much as though a separate district will be I'onstituied now. 

Q . — ^For local purposes? 

A. — For all purposes. As a matter of fact the division has taken place for 
practically all purposes except for District Board purposes. 

Q . — You say, ** in point of fact, in some districrts where the rent level is low, 
the raiyats are extremely well off and can easily afford to pay higher local 
rates **. 

A. — Yes. For instance, in the Binghbhum district, they pay Be. 1 or 
Rs. 1-8 for the best class of lands, though the prcxluce is very good there, 
while there are similar lands in other distriote which pay Rs. 5 or Rs. 5-S. 

Q. — ^There is s maximum at present of one anna in the rupee for the cess. 

A.— Yes. 

Q . — Other provinces put it up to two annas. 

A. — do not know. 

Q , — ^Would your Council pass s higher rate? 

A. — I do not think it would at preeent. 

Sir Percy Thempeem. Q . — ^What I really suggest is ttiei it wffl be unfair 
to make the cees heavier. The District Boards are providing certain amenities 
end H is the inhabitents of the district that ahould mj fpr them. The 
may do nothing at sO; be metely owns the lend. Wbf dhould you 
meke him pey for emeniries which its enjoyed by ^ oflier peofAet 

c 2 
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A.^li mjihkig I would tu the »bM»toa kodlocd mtm haotOy. 

when • ea«i it rsliod to ^iride aoma paftfeular amaolfy^ I tali' 
to aaa why the laodholdar who lim alaewhara aho^ ba eaDad to pmj a&j 
part of it. 

As — ^In the poorer distriota all the eaaa goes to the roads and luHliliiff goaa 
to aducation and aanitation. Further, the relation batwaan tha landMdar 
and tha tanant in this oountrj is so different from that in England tiial pou 
cannot pursue the analogy. 

Q.^-^Even with regard to roads, if it is a fact that you are going to maka^ 
the landholder pay b^ause you say that the roads improTa hia property^ the 
improrement should he reflected in a higher rent, then only ha may pay a 
higher cess. 

.4 . — The rent is by no means flxed. The rent can he enhanced when the 
record-of-rights is rerised; and they do get enhancement when there is a 

ties la prieas. 

do they get enhancement because the roads are improved ? 

A , — I think it is one reason why districts become more prosperous and the* 
price of agricultural produce rises. * 

Q , — In your view it is right that they should pay half and half? 

Yes, I think so. 

Q . — I 4p n*^t quite follow the statement in the beginning of paragraph S of 
vour memorandum : ** Some of the districts, which have a very high cess 

income, ere not better off than those which have limited ones**. 

was thinking of the people of certain districts. What I mean is tills : 
because a district gets a large cess, it does not follow that cultivators are better 
off. Take the case of Gaya, with w^hich Mr. Brett, your Secretary, is familiar. 
There the landlord and the cultivator share the produce half and hall or In 
certain fixed proportions. 

Q.— If you are thinking of the cultivator, I should have thought that it la^ 
quite opposite. 

y4.-— As a rnatter of fact, I think that though the cultivators in Gaya pay a 
considerably higher rate of rent, they do get a proportionate benefit from their 
land. On the other hand, they are more or less rack-rented. The mere fact 
that they are paying more rent does not mean that the man U better off. 
Therefore the peonle in Stngbhuni can afford to pay two or three annas, where- 
as that cess would press heavily on the cultivator in Gaya. 

p.—Tfi paragraph 4 you say, "it is true that owing to the way in which 
the land cess is assessed by local bodies, it is distributed fairly evenly among 
all classes ’*. The poor man does not pay much tax. Goes he? 


’ri .“Under stamps, Including registration, he pays. 

The Ff0$ideni. Q. — ^Boes he contribute much of that? 

j 4.— The amount of encumbrance in many of the distriots is very high. 

^.—Are transactions up to Rs. 100 registered? 

A. — Any transaction in land, though registration is optional, is in practice 
registered. 

Q , — You say, " ns the local bodies do and must administer and control 
primary education **. Why? 

A , — ^Because it would be impossible to centralise. 


Bf. Paranjpye, Q , — In Bombay it used to be done till very racantiy. 

As — ^But I think it is a very bad system. 

Tks Pretfdsni. Q.— -You say that you would estimata roughly the cost 
of free and compulsory primary education at one crore. 

Yes; the extra cost of giving such education up to tiie lower nrimarr 
•tig# only. ^ 

Q.“In Bombay with a population of half of that in Bihar, the 
scat was estimaM to be a erore and 80 laVb s . 
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A. — W6 «Iwm3« oooMid^r Hbrnk Bombaj » rtrj fatmvftgAiil* 

Q.— This is« of ooum, ihe Ummi powibU aatimiile. !• tbM ahy guMraaitt 
fliat wban theae bogrt come to maalioM would bo oblo to food? 

A. — ^No. A loigo aombor would pioboblj rdopoo iuio ilUtoroogr. 

— ^Thoy como to the oonduoion in England that ihofo wan no uao in 
having compulBorj primarj education unlooa you dafinitoly provide for a flvt* 
year school course, 

A. — we regard that as a hrst st^. Our Frimary Education Act only 
provides for a four-year school course. Iruring that time they will read up to 
the lower primary standard. 

Sir Percy Thompecn. 0. — You say that the revenue might be raised by 
impoemg a csss on the land. But would not that be regard^ as a breach of 
faith in a permanently-settled area? 

A. — Some people ma^ say it Is a breach. But if the cess It raised for a 
nmeide purpo^ and if it is merely to reinforce a similar local cess, 1 thittli 
the matter is different. 

The Prendenf, Q, — Would you not need to have a corresponding tax on the 
petty trader and mahajan^ 

A. — Yes. 

Q , — Would you have a tax on compani€M< bailed on paid-up capital? 

A. — They do pay now the income-tax on the basis of income. ^ am only 
eoncemed with the way in which the cost of primary education would be 
divided between local bodies and the Local Government. 

Q , — You suggest that the local bodies should be given power to raise a oaaa 
of b^f an anna? 

A. — ^The real method is to give them power to raise as much as they like. 
1 only suggest half an anna to sti^ with ; the Council would not now give them 
a perfectly free hand to raise it as much as they like. Most of the poor 
districtr. can afford to pay a higher rate of cess. The Boards are only poor 
because they have a low rate of cess. 

Q , — We will now come to your note on shellac*. BpcHiking for myself there 
are two or three points, firstly whether wc should have a monopoly, secondly 
whether tho duty should be imposed on shellac or on slick lac, and lastly 
whether we should not stimulate the production of HubstituU^ wdiicfi, I under- 
stand, are very largcdy usihI in tnakiiig graruopbone n^'ords. 

A. — ^There are various substitutes, but I was informed by Mrs. Norris only 
recently, the head of the Lac Research Institute, that they have all come to 
noting. 

— ^The next trouble is, in Germany and America they are making sheltao 
out of the stick lac. They can make it more cheaply than is done in India. 

A. — I have certainly never heard that. I should be very much surprised to 
bear that, because they will have to pay much larger freight for taking it 
home. 

Q , — Have they not actually set up factories for that? 

Aj — I do not know. 

— If that were so, would you support a tax only on the raw material in 
order to help the local Industry? 

would place a higher tax on the raw material only for purposes of 

revenue. 

Q . — As regards monopoly, have you got any figures for Biam and Cochin 
China? 

A. — ^That is given in Messrs. Harlow and Lindsay's report for 1921. 

Q . — I thought the sitiiation has develc^^ since then. 

A. — I could not say. I do not think if there has been any very striking 
develi^immit. I read ibe commercial papers regularly and 1 have never seen 
anything to that efieot. 

Q.— Siam is taking a larger part. 
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A. — I think it wotild prohuhly derelop in Siam, hat the figures of a 
yeaai hack are bere^ and I do not think the derelopiiient has been so rerr 
largo as to nullify the figures* 

trade is one in which tremendoas fiuctuations take plaoe. 

A.— 'It has always been so in the past, before the war, during the war 
And just afterwards. That Is one of the reaaons which m ak e s me think that 
the tax would not have any marked effect* 

Blf Percy fhampBon. Q . — Supposing a tax on the 6xp<^ of lac was made 
a provtnetaT subject, would it not invoke making the jute export doty a 
provincial one? 

A.— 1 do not see any great difference in prlnciple- 


Mr. J. E. SGOTT, O.BXt LC.S., Deputy Cramiianotier, SingbUnna, 

was next eauunined. 

Written memornufium of Mr. Sroti. 

NotffS on Taxation of Mines. 

Q. — 1. Bejiiidi^ the rnentioncH) in the question, there are some 

ether items of riwentie cieriv€*d from minerals that disserve mention. 

2. 1 . — InromiiAaje [other than that noted in (2) and (3> of question 
Ko. 1051— 

(1) lncomc*-tox from managers, higher-paid workers, contractors, etc., 
working on miniv*. The greater the faeiltties for mining and the greater the 
encouragement to develop mines, the larger the income from this source. 

(2) lnct>me-tax paid hy those adio work up the inineraU, as at Jamshed- 
pur, Kulti. and Burnpiir ; hy those paid to pras|>€K!t ; and hy Managing Agents 
who administer iniiierui coneerns. These are all revemue direcrtly prcxlnccni 
as a result of working minerals, and the more working, the more Income Tax. 
As this form of revenue is the subject of separate and expert consideration, 

1 make no ohsorvations. except to point out the profit to Government by 
judicious assistance and fostering of mineral development. 

II. — Minor sources of revenue — 

(1) Revenue from certificates of approval. 

(2) Rent v»ft*d for tx^cupation of Government mineral lands. 

(S) Pro«|»eriing fee anna 1 to Re. 1 per acre. In Bihar and Oriaaa annas 

2 per acre paid on Governinent lands. 

<I> is purely a fee, for the c'ertificate i» given wholly wdtliout discrimina- 
tion, and is of no value as a testimonial of fitness to hold conceasiona. It is 
useful to keep cht»ck on those who are interesteii in mines, and as a source of 
unearned revenue. In the latter capacity it is equivalent to the Canadian 
Miner's C'Tertificate ( vuie page 42 of Mining Notes). The total revenue under 
this head is coiisiderahle ; the justification more doubtful. I should prefer 
to abolish both (1) and (S) as impediments to development. They are small 
taxes that clog to some extent the initial processes necessary to the taking 
out el leases, mich are the permanent and snhstantia] aouroe of revenue, t 
prefer the United States ** free for all *’ policy in praspecting (pages S and 
4 of Mining Notes). I would also urge abolition of nationality restrictions 
upon prospecting. I see many reasons for and none against, our makiiig use 
or foreign knpwledi^ and industry in the prospecting stages. The nationality 
test should be applied only for holding and developing leasies. 

(2) This is at present very small, paid only at agricultural rates for land 
acriually taken up and used. Theoretically, the rent should be much higher 
f>0 times P> because the land so used ceasee to have any agricultural value 
when the miner has done with it, and therefore might fairly be treated as if 
^acquired outright, and its rental oapitaKaad. 



3. BoyaltuM. — Tli« real income) of OoTommont miioi ho from ro^roHioo npm 
miaoraU in ^oTomiiioiit ownod )»nd. In regard to thi», GoTorimioat may bo 
regarded eitbor as tho oarnor of the raw matorial, a doalor with an oeoantlal 
commodity to sell, or as a sleeping partner^ contribiiting in kind to tho nredita 
made. On the first riew Goremment is entitled to a fair price for wnat it 
sells regard being had to the current price of the article in the open market. 
On the latter, Government is entitled to a fair share in the profits made by 
the partnership. On both viea^s Gorernttient is the trustee for a public assets 
and bound to obtain a fair return from the trust }irot>erty. Tho quostion is 
whether royalties, as at present fixed, are fair from either standpoint. I 
maintain that they are not, and that Got^erniiient ought U» make a suhstantial 
increase in the royalties charged, or, in other words, that a much higher rer«« 
nue should be raised from this source. 

4. Taking the %'ariotis minerals worked in this district on a conimercial 
scale, the following figures are given in support of this contention. Minerals 
are taken in order of importance, and figures are from actual returns hy the 
Companies themselves. 

5. Iron orr (hatnafif *), — Government charges royalty on a sliding scale 
hahe<l nominaliy on the tariff valtialion of Cleveland No. 3 pig iron, which may 
l>e taken for generail piirpos 4 >«« lus ranging hetweiui annas 2 and 3. I take the 
higher figure, which obtains at pri^iit, and examine it to mh^ what i»er(X!)nt- 
ag€* on profits and what relation to market prices this 3 annas hears.— 

e 

Example 1 . — fiengal Ir«»ii Company sold iron ore /.«.r. Manoharpur at 
Rs. 5 |a*r ton. This co?*t them to win. handle, and carry to Manoharpur 
R,h. 3. Hence they made Rs. 2 |M»r ton profit. Government gets annas 3, 
and the Company U.s, or Government gets less than 10 |>er <?ent, of 

the profits. From the other staiidimini, the value of the on» to sift# is Rs. 2, 
i.r., its sale pri<*e less cost of extraction and transport to ninrket. Govern- 
ment, therefore, sells a Rs. 2 article for finiias 3. 

Kramph 2. — The Indian Iron and Sie«*l fVunpany at Gua pay Rs. 2-6-0 for 
extraction of or#* and Rs. 3-0-0 freight from htinkers to furnace, or say Rs. 6 
at furnace. This ore would cost them Rs. H-O-O delivered at furnaco, if they 
bought it (as in one case at least they acitially did). Hence the CVwnpany 
saves Rs. 2-9-0 |>er ton, ami pay Government only annas 3 out of this in- 
direct profit, 

6. KonJiii if ‘h inn tlay ) — 


Example 
station ; 


fi>. — Low grade clay, Pandrasahai lease; 1 mile from Railway 

Rs. h. f». 


Co.st of cla.v, including ull ex(>etiH«si, pit#.# mauage^ 

ment charges . . . 25 H 0 

Sale price /.o.r. Pandrosahai 30 0 0 


Profit per ton TO 8 0 

Governriient gets Re. 1 and leia»ee Rs. 9-B-O f>C!r ton profit. 


Example (2 ). — High grade clay, Dumtiria lease, 7 

Coat of clay to railhead . . , . 

Freight to Ranigunge . , 


miles from station : 

Rs. A. V, 

. 24 0 0 
7 0 0 


Total cost to market ♦ , • , . 31 0 0 

Price obtained /.o.r. Ranigunge . , . 60 0 0 

Profit Rs. 29 per ton, out of which Government 
gets Re. 1 and lessee Rs« 28. 



thmmpU (S), — gr^de eUy, Btioiid Imm, 11 miles from stetkii : 

Re. A, F. 


Rxtrection end tnenegeiiient* 
^nlege end freight 

Cost to merket (Renigange) ) 
Price obtained 

Proftt per ton 


. 23 8 O^CDeUilf shov cerbdii 
17 8 0 iieeis which ere not 

airieilv warranted). 

. 41 0 0 
. 65 0 0 

. 24 0 0 


Qovernment gets lie. 1 and lessee Re. 23. 

7. In the three foregoing exatiiples it is cwident that Government does not 
get its fair xhare of promts. This is a commodity requiring little treatment, 
end commending e ready sale as a raw material. 1 consider that two classes 
should be recognised, which inighi Im graded on the silica content, or on the 
price obtained. The higher grade clay can easily afford a royalty of Re. 5 
a ton, and the lower grade of Rs. 2-8-0. (There is so much high grade that 
nothing else be worked for years). As an alternative, it might be fairer 
to fix the royalty for the* year in each lease as a percentage of profit, t.f of 
market price hvis cost of extraction, treatment, freight and haulage, and 
management charges 2/i per cent to Government should leave a large margin 
to loss<*es, and still increase income at least four times. 

8. (Jhrtrniife.—Qovi^rnmoni present royalty 2f per cent, on pit’s mouth 
value (t.r., market price less cost of transport from pit to market). 

Singhbhufn f-firomiff Company, 17 miles to railhead (bad roads). 

Rs. A. p. 

Kx traction cost per ton 21 0 0 

Haulage 8 0 0 


Total to market 20 0 0 

Prit'ti obtaincHl ;15 0 0 

on Standard (48 per 
rent.), and Rs. 1-8-0 
per unit sliding scale 

Profit on standard ore 6 0 0 

Government takes 2| per c'ent on lls, 27 pit’s 
mouth value or 11 annas, and lasses Hs. 5-5-0. 

Profit on actual local ere, averaging 45*50 per 
cent is Rs. 3-12-0 of which Government would 
get As. 10 and lessee Rs. 3-2-0. 

0. Miintfonenf lloyahy 2i per cent on pit’s mouUi value 
Tutugutii lease, 5 miles from rail (Messrs. Motilal Iswardas) : 

Rs. A. P. 

, 12 6 O^NoTK—This can only 

1 8 0 be approximate, as 

.8 6 0 supplied are 

»*ct relmbfe in some 

_ mspects) 

. 22 4 0 ^ 

5 12 0 per tor. 

28 0 0 for 45 per cent inaii- 
gaMsse an I Rs. 1-12-0 
per unit sliding eoale. 
Government gets Re. 0-8-0 at 2| per cent of pit’s mouth value. 

Profit on actual ore (40 |>er cent) is . . , V *0 

mtniis . 22 4 0 

Uorernment takes A». 6 and leaaee Ra. l-KM) per^^f 0 0 per tern. 
tNora;— Thia is for a badly worked and low grada propwition.) 


Extraction costs 
Management 
Haulago and freight 

Total cost to market per ton 
Profit on 45 per cent or© is 
Price obtained 



10. For ihm^ two mimrmls, if Ooronunoni^t aiiAro Woro 
10 cent takon on pit*« montli raliio, tHo rfonlUng distribvtkm would bo 



— 

• 


Covemmeni 


Standard ore . 

CkromUe,. 



Rs. A. r. 

2 12 0 

B* A. P. 

3 4 0 

Local ore 

. 

• 

* 

2 8 0 

1 4 0 

Standard 




2 3 0 

i'S IS 0 

Local 

* 

* 

• 

1 8 0 

0 8 0 


This would go to hIiow that a percentage on pit’s mouth value^ia not a 
sound basis, unless different grades of mineral are recognised and the royalty 
differentiated. A percentage on profits of 25 per cent, would hm ranch better* 
and would give per ton — 


— 

Gov cm ineiit 

I^cmce 

Incieasc of Govern- 
mcDt shaie over 
present 

Chromite — Standard 

R« A. r. 

1 8 0 

Rc A , r. 

4 8 0 

Ra. A. r. 

0 13 0 per ton. 

Local 

0 15 0 

2 13 0 

0 J 0 

Ifangaame — Standard 

2 0 0 

8 0 0 

17 0 

Local , . 1 

0 8 0 j 

I 8 0 

0 2 0 


11. All round, therefore, there would seem to be a strong case for a sub- 
stantial raising of royalties, or, put otherwise, for a fairer distribution of the 
profits between the public owning the raw materials, and the private company 
mining them. If this were combined, on the one hand, with the abolition of 
taxation on the preliminary stage of prospection, and of local cesses, and, on 
the other, with a larger expenditure of local revenue within and upon the 
asining areas, there would be much less opposition to the raising of rpyaltiee. 
luxation would be simpler, fairer, and more productive. The question of a 
greater return to contributing companies is dealt with below. 

12. Cesser on Mines. — When dealing with taxation of mines or revenue 
derived from mines, it is essential to consider the cess paid to local bodies 
by mine-owners and mine-occupiers. 

Id. Under Chapter V of the Cess Act, anna 1 in the rupee ta taken by 
local bodke (District Boards) on ibe profits of (o) mine-owner, (b) mine- 
oocnpier. 

Be (a) The mine-owner, unless he works the mine himself, pays down X 
of his royalties, rents, salamies, etc. 

Be (b) The occupier, the company individual aetually devebpii^^ 
Hie minerab, pays ^ of his profits. 










(Nom: — Th 0 pnweiit Act ia rmy defcctiw. Tbere la notluag todww if 
** pi^ta ” »» Jiat or gnm ; and, strietijr, Act make# tJm 
occupier eech reepon»iEle for half the ce«a, irreaiiective of diriMOii of profit 

«Aler j«*> • a 

14. Thi» ift heavy taxation , and there ift increasing uncertainty aa to 
whether the miner geta hack in public amenities anything like what he pays, 
«.p., the Diatrici Hoard may buy charkaa inj*tead of making roads in 
mining areaa. Again Ooveriiiuent, though in exactly the same position as 
private owners, declines to admit any liability to pay any cess on ita profits 
It gives grants, fitfully and as an ai't of grace, which makes budgetting 
di^;ult and uncertain. There would apfkenr to l>e no valid reason why Gov- 
erntnetti as landlord should not fall into line s'ith other landlords in this res- 
IKKTt. It is only fair on the one hand that tninc^^ should contribute to local 
revenue, and on the other that mines vshould have a substantial voice in the 
allocation of ex|M»nditure, and should lie given a Mubstantial return for their 
contribution. 

Iff. I advofrai© the abolition of ccnn on mines, and the creation of a Pni- 
viricial Mincvi l>evelopweiit Fund, oduiiiiistereil by a t'entraJ Committee on the 
lines of the Ainericaii Mining Fund ivult A|>|>endix li, pages 79-81, of the 
Mining Notes). A certain proportion of the income would be devoted to Jiii- 
porial or (Antral, expenditure other than mining, as the trade’s contribution 
to getie^kl revenue. Part would la* devoted to Imperial and part to the 
Provincial Mining Expenditure. Bureau of Geological rc*search, analyst and 
laboratory work. Part would be expended by the local bmiies under the general 
supervision of the Provincial Government within the contributing district and 
in proportion to the district's contrihutioii. 1 maintain that judicious expen- 
diture on developments would ri*«uH in greater revenue, public and private, 
and that mining ns a trade would be content to pay more if they saw more 
dinx^i rtiiurti, and had a voict^ in the control of expenditure. To this Fund 
Government, in its position as landlord and owner, should contribute exactly 
as II private owner. 

Id. Tfi^iiiion fij hrltl hy eomjHtny or itolh'iilualA, — This suggested 

inquiry is contained in s<*ction 1^5 of the qm^tionnaire, and is perha|>s the 
most diffictilt questi4ui coinuH'ted with mineral taxation. Under the most re- 
cent decision of the Goveriuneut of India, Companies are allow'ed a working 
life of 9i) years (i.c., a leaiie of ’It) years with two ren€*wals for 30 years each). 
They are iiIho allowed to hold reserve of ore sufficient to cover their require- 
ments for tlu^e 90 years. 1'his has li€H*n held necc^ssary to give the requisite 
soiMirity to capital invested in mining. (This ne<»d not l»e discussed here, but 
I should note that in my opinion, and that of many better qualified judges 
with whom 1 have talked, the Indian Government has taken an uniquely 
generous view of the length of life needed to seirure the invested capital.) 
Obviously the tonnage m>t*ded for 90 years must la* a very speculative quan- 
tity. Rate of consumption per annum depends on trade conditions, new dis- 
eoveries, internal developments in plant and methoiis by the Company, etc. 
Equally obvious is it that in framing ita estiniate, the Company will not he 
inclined to pasaimism. The short experience of three years shows that not a 
single Company has worked up to 60 |>er cent, ot its outlined progranune. 

17. Granting, therefore, that a company is to be allowed to lock up public 
assets to this vast extent, the question arises of the price to he paid for such 
reserves, the present value of the unused minerals, w ithdrawn from any chance 
of revenue-raising by lease to other and immediate users. 

15. India is at present content to view the question thus, 90 years' life, 
and Uierefore 90 years* reserves, are an essential factor in the estabUshment of 
tlie mining company. Unless this is given, the company cannot come into 
hoing, and the ores must lie undevelof^. Government’s revenue (public in- 
come) in that caae will be nil. This is, therefore. Government’s (or the pub- 
lic’s) contribution to the partnership between us, and beyond a fair share of 
the annual profits we shall take nothing. 

19. This is a possible view, but the very pertinent question arises of 
whether the royalties now paid for the ore conaumed annually, csan by ai^ 
atretch imagination be termed a fair share of profits for the ataepiaw 
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piirtiier^ Gorenunent. To tjike the most prominent local eaae» the Tala Iron 
andt Steel Company me about li mtlUon tons of ore a year» and will nae 
(hain^ their own optimistic estimate) 2 milUon t^ns. They pay rcQral^ on 
a sliding scale, but annas 3 per ton may be taken as the highest arorage price 
Government will get. This gives Government Rs. 5,.62*fi<ID per year^ in a 
good year (191^20) Tatas made 115 lakhs profit. Even if consumption had 
lieen at full power, and royalties therefore at their itmxinnttn. GoverntnanI'i 
share would have been in these years 4*8 and 17*7 per cent. Fest>ectivel>*. It 
should also be noted that full power working would undoiibtedlv raise the 
Company*8 profits, and in a normal year Government's share will certainly 
be under 5 |>cr cent. I suHtnit that this cannot be considercii a fair distribu* 
tion of profits, and that a clear distinction must be draan betwcHUt Govern* 
ment’s taxation of private property, and Government's revetiu«> from what 
is its own propi^rty. 

20. Even this income, be it noted, will be given if the lessee prospers. 
True Government is not entirely in the hands of the managing partner, he* 
r'.vuiie by the system ot' miuiiinitn roj^alty. Government is guaranteed to the 
extent roughly of halt the above income. (The Comi>any pays a wrtain 
amount in royalty u’hcther it wins ore to that extent or not, and generally 
Government is content to take half-power production as such minimum.) At 
the same time it may well bt* arguetl that this minimum royalty is not a fair 
or adixiuate return, and the public .should 1 m» inde|KMident of the goud or bad 
use made of its assists. If us(h 1 at all, tliej* must l»e paid for. If the Com* 
pany botclu^ its biisitu^. that i» its own affair. The public, which might 
tiave leastni to wis<*r folk, cannot 1 k^ expt^ct4Ml to share the loss. 

21. Personally I disagree with this view. I think Govetumeni, which must 
look beyoml the shareholders to the thousands of workers on the mine and 
factory, and the tens of UioushiuIh using the coin iiuKli ties cheaply produccnl, 
should stand in with its working partii€*r for betU'r, for w’orso ; but ih© 
view is at least arguable. It has knl, in the IJnitod Btiites, t-o a different 
system. 

22. In the State of Miiiiic^ta — which corrc?«pond» niiiieralogically, most 

r;early t<i the Singhbhum-Keonjhar-Iionai area — c)uite a different system ts 

in force. There the ore is taxed in the ground. A special and permaiumt 
Tax Commission exists, which first valued all the royalty comprised in the 
miiu^ral bearing area, ciaHsifie<i it according to ita stage of development, known 
or estimatoil ore content, and grade of ore. anil then asMwsfnl a present value 
ou all the ore on a 4 per ixuit. annuity basis, and irnposi^d an aniiiiat tax per 
ton *d ore in the ground. A distinction w*ii« draw^n between active mines, ami 
reserves. The former pay from 14 cents to iW cents (7 annas to a rupee) 

according to the cost of mining and grades of tire, the latter from B rents to 

15 cents (4 annas to 7i> iw;cording to iho state of development of the property. 

23. Thi* Muiiiesoia tax givers an ©iiorraoiisly increas«K| revemie, and its 
levy must be taken as ifisc>parable from the Mines Develoiiineni Fund of the 
same State, which re-invests the* interest on such income in public cmnmuni* 
cations; keeping the capital iiermanenily intact. (For further details, vide 
Appendix G of my Mining Xotes, it is to be regretted that Government did 
not print Mr. Rukard Hurd's article on Mine Taxation, of which I have only 
my iiorsonal copy). 

24. I do not consider any such system practicable in India to*day. The 
deposits are not known as the American ones are, and proving them is a slow 
and costly process. Further I do not think Indian mining could pay such 
a tax. A possible modification, which would answer the last query in section 
105, would be the imposition of an annual rental upon tonnage held, in 
addition to royalties upon tonnage extracted. The former would decrease 
from 90 years’ supply to aero, as the deposits held were exhausted. The great* 
ast recommendation of such a tax ts, to my mind, the autoinatic cheek it im* 
poeee upon oompetitiTe Iaiid*grahhing, or as It Is more euphemistically called 

undue optimimn.” The Company that insists upon 400 million tons as 
its minimum adequate raenres. against a present oonsantnHoti of 1| million, 
would then hare to foot a very heavy bill for reserve rmtiu. 
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28 . Brmt for *ucb a modifiad form of U**tion upon resen^, |[ ““”4* 
ih0 objeetiom outweigh the recommendationji. The answer of toe compaim 
to the iMtnUgrahbing charge i« that no one can say, least of all a urovej^ 
meni devoid o f any expert mini tig advisers, whether the «o-calied 4tW miilio® 
ton reserve actually contains that amount or oiily a quarter of it. The ueo- 
logical Survey’s carefully guarded estimates have not proved too accurate «p 
to date. 


26. This answer is really eifeclive. Before Government can fairly char^ 
rental on iron ore, it must know with some degree of certainty, that it la 
renting ore, nml not roc'k, to its ieriaiti, and until a i»roi>erly equipped Mint^ 
Department has hewn for yc^ars in existence, Government is not going 

in a position to flo this. In this connection Appenclictxi A and B to my Min* 
ing NoUts may he h 4 moi. That w«* cannot now increaw* revenue from miuerala 
ia no reason why we Hhotild not s 4 ‘t about preparations that will later enable 
us to do so, and future increase of revenue is one of the arguments, but only 
on®, for ft properly organised, iHpiipped, and paid Mines Department. For 
the prisuoit, however, we are hardly on sure enough ground to charge rental 
on ore content. We could asmus the rental on surface area, as is indeed done 
in the private estate of Dhalhhum, wiiere the copper belt is leased out on 
tibia principle. Surface area, is however, no use aa a guide even approximately 
to tonnage held, itiifl a Conipuny holding ten square miles containing a thin 
defiosit of •float ore, an occasional and “ pocketty ” deposit, or a broken and 
•erpentine vein, might well have only a fraction of the tonnage of another 
Company bolding 100 foot square ol solid ore wrhich persisted at depth. Yet 
the former would pay many times the rental of the latter. 

27, Mt main argument against this form of mineral tax is that outlined in 
paragraph 18 above, ets., that Government is a partner in the mining busi* 
ness, contribiiiing only what hiis. rightly or wTongly, been agreed as the 
necessary sto<'k in trade for the inception of the partnership and the safe 
oondiict of the buHine.Hs. We cannot charge our partner for what we have put 
into the busiiu*s.s. 


28. At the .«»arne time these n^serves, this contribution, must be keiit in 
view when it comcv« to sharing the profits. If wo are a partner, we must 
get a partner's share, and 1 hold we do not get this. The mining trade is 
rar too apt to talk loudly about w*hat Government should put into the husi* 
ness, and forged- what Government, on behalf of the general public, is entitled 
to get out of it. Iloyalticvi are low*, much too low*. I fought over 3 years to 
get the iron ore rate ratse<l from six pies per ton to its present rate, and it is 
not high enough yet. Rimilarly w*ith the royalties on every other mineral with 
wdiich I have u first hand a(H|unintaiic4\ manganese, chromite, kaolin, and 
this new developmeiif , kyanite. We could double our royalties all round 
without setting back the trade, and in some casee more than doubled them. 
I think there is a very strong case for a committee to enquire into this ques- 
tion, anti revise the royalty schedule with wider discretionary powers to l^al 
Governments to meet varying local condittons. 

29. I hare stated in paragraph 15 that T should like to see cess on mines 
aholisfied. One reason is that under the Act, aa it exi.sts at present, the 
assessment is exceedingly difficult. This is admitted by Government officials 
and aases.sfHMi alike. Only the raw material is liable to ceaa, and again the 
iwptvit takm the form of a percentage on profits. Where the raw material is 
itself sold in open market, as in the case of coal, it is comparatively simple 
to aMrertain its coat price and its sale price, and hence profit made. But in 
the ease of minerals like iron ore which are not sold in the open market, at 
least at present, there is no sale price and no profit, and the district officer is 
facoil with the problem of calculating what percentage of the final profit 
made, f.ji., on an iron casting or a steef girder, can fairly be attributed to the 

U'^f'^rial, iron ore. The complexity of the calculation is obvious, smd 
neither side can suggest a satisfactory formula. Hence a recent proposal to 
charge cess at a fiat rate per ton despatched as is done in the coal-fields tot 
the water-rate. 

SO, The main objection to cess, however, is that income thus collected 
comes to several scattered local authorities with widdly varying views, in 
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•districts whose problems are nerer the lumte. There t» no central sitthority 
^ntrcUing expenditure, end hence no identity or continuity of policy. There 
is also no cbaiicie of such funds htung used for coiniiian pur|»oi»ee or the general 
•advance of the mining industry. 

31. I >Thould prefer, therefore, to abolish local cessixs iiltogetlier, and substi- 
*tttte a coi^ribution by mines to the Mines Ilevelopnient f'und, outlined in 
paragraph 15 niid Appendix. Here raking of royalties will not take the 
place of cof^s, tor in privately owned mines the royalties go into private 
, pockets, and can neither be raised nor appropriated by Go%*ernment. Taxa» 
tion, preferably in the form of a flat rate i>er ton of mineral raked or des- 
patch^, colliH'ted into this coiiiiuon fund, and adininistercHl hy a provincial 
committee, on uhieh the mining industry* had adtHpiaie repnm»niation would 
give more direct returns to the mines contributing, without neoeaaarily 
increasing the total biirdcui upon the miner. The proportion of such iiiconie 
earniarkcn! for expenditure on mining areas would then be a special tax on 
miners for xiniiers, while the balance would l>e the industry's quota towards 
general revenues. 

32. To sum my views on mineral taxation, I sliould propose-— 

(1) To make prospecting free to all, t.c., to abolish certiflcatas of appro- 

val and prospfX'ting fees, save a nuiuinal fee for registration. 

(2) To rai84* substantially the royaltuw in Government Iatt4< 

p3) To create a Miii€>ft Development Fund with the three-fold object of— 
Ui\ contributing to general revenues, Central and Provincial; 

(h) maintaining a Mines Department, luiperinl and liocal ; 
ic) providing funds for developing mineral areiis, through local 
bodies under provincial supervision. 

(•4) To abolish c*esse8 paid by mines to local iHHUes in favour of a pro- 
vincial or imperial tax paid to the Mines Development Fund, 

33. In conclusion I desire to emphasise the unavoidable limits of ihk note. 
Ooal is hardly iiientioncHl ; mica js not inentionod ; and iiiy views on manga- 
nese and chromite require check by comparison with the opinions of those who 
know the Central Provinces and Baluchistan respectively. My knowledge 
of mining is ncx^easarily superficial : except for iron ore and perhaps kaolin, 
very superficial. My six years in Singhbhuiii are, however, perhaps sufficient 
“to justify me in urging the importanc'e of a sound basis for mineral taxation, 
and the great possibilities of this source of revenue. 


Mr« Scott gawe oral oridenca at follows i— 

The Prfjtideni. Q . — May we take this as the summary of the position P 
Under Devolution Rule 14, items 24 and 52, Part II of Schedule I. develop, 
ment of mineral resources which ore Government property is a provincial 
subject, subject to rules made or sanctioned by the S^retary of State. 

d.— Yes. 

Q , — ^Therefore any revenue derived from land used for such purpoaea l>e- 
longs to the Provincial Government? 

1.— Tea. 

Q,—A Local Oovernment may tmpoaa a tax on land used for other than 
agricultural purpoaea and with previous sanction any local body may tmposo 
« tax on land values. 

A.— -Oovemmeut may certainly do it, but the local body can only do it 
vritb the previous sanction of the liocal Government. 

Dr. Faranipye. Do you consider the income-tax from the manager 
or a highly paid worker of an Indian mine is a tax on mining? 
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eofurtder ibis m itourc^ of rovootio from minings II you cut out tlmt 
•ource, you wili Iqiic rcvetiua. If you bad oo mimaa, you would have no auen 
rermoe* 

The Preeident. Q , — You criticiae the feet for oeriificatce of approval and 
proapc^ting UceuMM, and state that pennkaion is given without diacriminataon. 
boea that mean you would approve of different people, who can afford it^ 
proeiiecting in the same area? 

d.-— Not at the same time. I mean that under the present system any one, 
qualified or not, is allowed to see whether land is suitable for m i nin g not. 
The certificate of appro^'al doea not relate to any particular land. It is only 
the first step before a man can do anjrthing in the way of mining. 

J)t, Panmipye. Q . — Do you think in the interest of the country prospect- 
ing Itoenses should be made free to all? 

d.— Yea. 

Q , — I ahould rather be of the opinion that this extracting industry will 
exhaust the capital of the country and sliould be restricted to the people 
themselves. I should think it distinctly disadvantageous to allow an American 
to mine in India. 

d. — 1 am speaking of prospecting. In this preliminary stage surely the 
more brains you use the lietter. 

Q , — H di>eH not so imndi riiHtter whether mineral wealth in developed or not, 
If tlte people of the country are not benefited by it. 

A. — 1 have put it down clearly that when it cornea to the stage of develop- 
ment, you can put on the naiicmaiity test. At the stage of finding out 
whether there is any opening for economic mineral working, my opinion is 
that we should get the best brains and intelligence to help us. 

Q.— Is it done anywhere ? 

d. — It is done in Amorica. American land can bo used by any man for 
proapecting purposes. When it comes to the question of dovolo[>nient, only 
an Anmrican ritiacoi can hold the land, and the alien jirospector can only 
sell his knowledge to American citisens. 

— What is the tho<>ry Indniid this system? 

A. — America recognises that it has no monopoly of mining bruins, and 
therefore welcomes outside searchers. At the same time the Americans da 
not want foroigners to come in, take over a iiiineral industry, and (>o6sibty 
corner an essential jirodtirt like chromite. Hence, the nationality bar on 
actual mine owning and working. 

Q . — Do you charge agricultural rates on land used for extraction of mine- 
rals? 

A . — .\» regards charges under prospecting li<‘eiisc!ss, the rules laid dovin 
by the Government of India prescribe a surface rent of one anna to one rupee 
per acre, but the rate actually charged varies from province to province^ 
e.p., in nihar and Orissa, the Board of Revenue has proscribed 2 annas per 
qcre. f Vtils Rule 30 (ti), W^aste Lands Manual.] As regards charges under 
mining leases, the prevailing agricultural rate is charged. 

The PreMenL Q , — You say theoretically the rent should be much higher 
— 20 times? 

A««-*Yea. In my opinion, since land used for mining purpoees becomes 
quite useless for any agricultural purpose, you riiould treat it as if it had 
been sold outright and capitalise the rental value of it, t.e., the lessee should 

S ay as if he had bought the land for ever, which would mean he would pay 
own the rental capitalised at 20 years. 

<2.— You actually give the land on iesse for a fixed period? 

A«*-*Yes, the usual lease is for 80 yeais, with two renewals of 80 jeara each. 

How would you fix the rate to be paid P 
A.«*-*l would capitalise it at the same rate as is charged in lud acquisitton 
p ioe ie d ings. The rent, and hence the payment, will vary amrding to the 
kind of the land. 
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itt % W-jMr will jou non gtl nioMi in Mm mH mam rnamm 

pmjmmtB oi rentf 

A. — ^Ko, fur except for land nndco* mlllji or biiii|^5lom, iKApodi3r witt uat 
Mm aattia plot of land for 90 yoara. Hia Imme digp up one portion^ wortoi ft 
lor a few veara, exhauets it and atarte on another. He pa;)m rental only 
land actually at the time under occupation. The areae to held are« hoereeer. 
email, and I do not think the point U of much importance, 

Q . — ^You gay the real income of Goreriinient lauitt be from royalties upon 
minerals in ^rovemment land. 1 take it that your line of argument is that 
Oovemment tlie tnislee for all public lands? 

A. — ^Yee. 

Sir Percy T^iompson, Q.— You say Government is a trustee for all public 
lands and so Gov<?rnnient is entitled to a share in the profits, but caiitiot Uie 
Ooremment be a trustee without charging any royalty at all? 

d. — That is carr*^rt. Jf Government, by charging no rc»yalty, thereby 
cheapened the article prcxluced in the public market, it might be taken to die* 
charge its trusteeship in this negative way. I doubt, howerer, if remission of 
royalty would cheapen the article. I maintain that the Govenimeni t^ntri* 
butes in kind to the profits made, and so is entitled to a fair share in such 
profits. These profits arise from Government’s sale of the trust property. 
My view is that Government does not take a fair share. The royalty at 
present ehargcki is nominal and Government ought to make ar siibitantiaJ 
increarie in the roysltica charged, i-r., a much higher revenue should br 
raised from this source. 

Q . — You think that if Government forewent royalty, the price of the article 
would still remain the same? 

.4. — Tin* selling price d<M's not depend upon the ctmtiug price, but upon the 
pri<e at which similar articles are av^ailahle to the purchaser from other 
sources. 

Could you not nrly up<»n conipetition to bring down the prit*e by the 
amount of royalty reinitt4«d P 

A , — I think the man .selling the article would put his price as high as bt 
could. The mere fact iimt he got the lease at a eheA|wr rate from the Gov- 
ernment would not make him sell for a lower price. He would only take 
advantage of the remission to increase profits, and sell at the same price. 
He would benefit, and not the purchaser. You efunnot pre-suppose that in a 
particular coiniiKKlity you have no outside rornp- titioit, and that you con fill 
the whole of your market from your home production. If the Whole UM?al 
demand could be filled by local supply, internal (ouipetition would possibly 
reduce prices so far that the consumer w^ould get the benefit of the remission 
of royalty. But if part of the supply comes from outside, and sells at a 
higher rate than the home costing price, the home producer will set his price 
by that outside price, and not reduce it by the amount of royalty remitted, 
pig-iron. 

Q , — If rny coal costs Rs. 1^ and I pay Re. 1 royalty and take He. X 
profit, I can sell at lis. 2t). If royalty were remitted, could I not cheapen the 
coal to Rs. 19 sale price? 

.4. — Unless competition compelled me to sell at Rs. 19, the reduction of 
royalty w’ould not do so. 1 should simply add R«* 1 t<j my profits. But 
if I could sell more mal at Rs. 19 than at Rs. 20, the rerniHsion of royalty 
would he passed on to the consumer. 

Q . — ^Is it the experience in case of coal mining that com|>etiti€m does have 

free play? 

A.^1 have very littk experience of coal mines. I know about iron ore and 
for iron ore there is no market in India, and hence no c^ompotitiofi in salmi f 
do not believe that remission of royalty on iron ore woulo affect nnoe st 
pig-iron. 

The Prendmt Q.^WooId you say that the rofftlties on mfnerahi eould 
be charged just as in the ease of the tmeplioae where the Oovermneiit dkarget 
them on the peroentage of prolltsf 



4.r^!E^ dificiili/ if tluii it if imponlUa to wmj viiot ** proiltf horn tte- 
ioitiortlf ire; I moffi. ibo toxoble pr^lt. 

9 ,*— Toti horo pr<^i« f ff off o d and iaxod tho Income-tax Oilcerf Coal 
li a oommoditj fold in it# raw ftate, and 90 to diafge royalty on tli# plan of 
the telephone royalty^ would be more anitableP 

doobl if tbif queetion aiifee : GoremmeDt own« no coal at all. It 
if all pfivaMjr owned, and hence royaltiee cannot be impoeed by Goveniment* 
The qneftion heoomef pnrely academic. 

In the cm where the mine is privately owned the royalty U purely 
a windfall. It it not alao the caee that mining righU were not conaidceed 
in my way at the |>emiaoent aeitlefnent? 

4.-— Hiat ia correct. 

9**r-Then it if purely an unearned increment and ae each it ahould be a 
aubieet^ according to the theory of taxation, for heavy taxation f 

A. — Yea, theoretically, hut it muft be remembered that when theee ownera 
leafed their property, they did fo without accurate ideae of the mineral 
valuea , and the man who inakef the big profit ia the leasee* The man who got 
the original jiermanani settlement was the landlord, and so far as I know aa 
regards coal the landlorda gave out long term leases for microsooptc value. 

9.*-*Tn many cases does not the leasee again aub<*leaaeP 

4.--Yedr 

Does he not sell for a lump sumP 

A. — Not always. There might he no right of transfer or he might have- 
to pay a heavy fee to the landlord. 

Q . — What about the Development Syndicates P 

A, — Develotiiiient Syndicates are just like a middleman. If they sell they 
make only a middleman’s profit. 

they make a taxable profit P 

A. — In the only cases I remember, the middleman sold for a lump sum, 
and not for a recurring share of the profits or a royalty on tonnage. There* 
may lie such eases as you suggest, but as a rule the middleman sells hb interest 
outright. 

Q,^Doo9 the price obtained come to the hooks of the Developmcsit Syndi* 
cateP 

A.’^Perhapa. 

©♦'^Then Qoverninent gets a share on that unearned increment P 

A. — None. 

0. — Not even income-tax P 

A. — Goveriiment might get income-tax. 

Q , — ^Theti we come to mining companies, what about themP 

A.— -They pay Income-tax and the road cess. Their royalty paid to the- 
landlord is in addition to theee. 

(?.— This royalty can appropriately be taxed henvilyP 

A. — Yea, 

Q.*MIk>uld the mineral holdings of the companiee be taxed? 

A. ---Yes. 

Q , — ^With special legislation P 

A, — ^Yes, c.g., in Minnesota, United States of America, a special tax com- 
mission went all over the State, assessed the value of the mineral lands by 
Mting and proving. They cetimated valuee for known mineralis^ land, and 
for lees known land. 

Q.— It must have been very rough? 

A.^Tes, hut they got ihek hgures mainly from the companies themsdves. 
Sind there was no outcry about the valuation made. I think mineral huida 
eon bear increased taxation. 
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. W« jum ooiM to tlio rninoo oimod by tbo Go^roniiiitiit. Too oor 
tMre Will bo diflkmHw in toking ot rofolty a turo on proftlo obovo o ftxod 
hnnp onm, bocsaooo ibo profits are miaod op in tbo gonoral profits of tko 
booinoiiP 

A. — ^Too. It it ImpoMtbio to say wbat abaro of ibo profits can fairly bo 
sscribed to Goremmoni^ pioporijr, t.s.^ tbo raw matorial. For oxsmplo, tako 
iron gratM or pipos. His ori»nal mining company doss tbs wbols proc s ss 
from bsginnitig to end, bni tbs royalty can only bs assessed on what tbo 
company mines, on tbs raw inatsrial. 

Q . — If yon can make out tbs ditforsnes in tbs case of tsa plantations bo* 
twssn plantation profits and manufacturing profits, could you not midio it 
out in the case of tnlnss and piff.iront 

A. — It is difficult, bscauss you cannot split up a final profit of B or 
annas on tbs finishi^ product, and say what is the fstr proportion attrt* 
butabis to the raw mstorisl. 

Q — The raw materiAl of the finished prrdtict is (he pit;*iron? 

A.*;— Pig4r(m Is not the assesssbie raw material, but it is the earliest stago 
at which you can ascertain profits because it is sold in India. 

Q , — Take the case of mica, you would have no difficulty there? 

A,— No. 

Q . — What is your proposal for improving the scheme of royaltieiSP 

A. — I think the scheme itself is quite sound. 

Q . — How would you get scientifically correct royalty? 

A, — 1 think the method of calculating royalty is quite all right. I only 
say that they would bear an increase. 

Q , — How would you settle what the royalty is; I suppose the prices of 
these products vary from year to year and sometimes fluctuate considerably? 

A. — Not very much. You can get the costing bill of a ton of pig.iron^ 
and thus the profits per ton. 

Q . — ^Would it not t>6 better if you base your royalty on the profits? 

A, — I think that is a possible method. 

Q.«~You can get the cost of a ton of pig*iron without going into the com* 
pany’s balance sheet, and thus you can assess royalty on that basis? 

A. — I think it will penalise efficiency. The good company makes bigger 
profits on the same ore than the inefficient company. 

9 . — What I WM going to ask you is this : whether it is not the duty of the 
Government <1 do not know how far they do it now) to see when they allow 
a private company to exploit national wealth, they should do so with us liUis 
waste as possible and economically, and appoint supervising officers over it? 
Has not there been wasteful extriu^tion ? 

A. — There certainly has, but you will find that in almost every mining 
country. This work is supposed to he the duty of the Mining Inspector who 

I that the required minimum precautions are taken. 

Q. — Do they look at it from the point of view of the tax.payer 's prof>erty? 

A.— 1 do not think so, but the lease provides that the mine must be worked 
eootinuously and in a skilful manner. 

Q.— As regards amses you disapprove the present plan altogether? 

A.— Yes. 

Q, — You would have a general charge on the mines and use It as a fund 
which can be devoted to the purposes of the mining areas? 

A. — Yes, part of it at least most be spent on them. 

g, — ^You say that a certain profmrtion of the income would be devoted to 
Imperial or Centra] expenditure other than mintngi as the traders contribu- 
tmn to general revenues. Why should there be or Imperial expendi* 

tere? 





if.^Tbere m the Army, Tekfraphs, Poati, 

i^l^.^WcuUl not ificoma-Ux reptm^mi that e<Hilnbuiiont 

A* — ^^Paiaonaliy, 1 mhoM like to have tha whola income proYinetal, but 1 
tbink tha Imperial Garemmeiit would claim a share, 

Q » — In paragrimh 16, you speak about the working life of 90 yeaia and say 
that the Indian Government has taken an uniquely generous view of 
len^ of life needed to secure the Invested capital. Could you Ml ua what 
dec^ion you are referring toF 

A. — I cannot give you the exact quotation, 'me question was whether 
the standard mining l eases granted with one rcmewal for 30 years should 
be amended so as to read " with two renewak It k a recent decision. That 
was only done IB months ago. The lease form is prescribed by the Secretary 
of State for India. The rules are also made by the Secretary of State. The 
recent decision I refer to is made by the Secretary of State. Even the change 
ef royalties has to be approved by the Secretary of State, 
t'leveland No. 3 pig>iron being imported? 

A. — It is, but the Customs people explain that the tariff valuation is not 
fixed on rievclarid No. 3, but on a higher gra^ie of pigdron. 

Q.— Is there no mention of any particular class? 

A. — No, hut in the Government rule a sliding scale is distinctly given for 
pig-iron, Cleveland No. 3, G.M.B. 

exactly is the effect of the sliding scale? Does it vary with 
reference to the quality? 

A. — No; the higher the tariff valuation of imported ('Iweland No. 3 pig. 
iron, the higher the iron-ore royalty in India. 

V.-^The tariff valuation on which all iron pays duty is the annual tarift 
valuation which is ftxtHl for alt pig-iron? 

A. — Yea. It is fixed six-nioiithly. 

G«^That has been fluctuating? 

.1. — The price of ('leveiand No, 3 has varied In'tweeii 79ii. and i.vhert*a-. 

the tariff valuation ♦nit here has IxHiri Rs. tH) all through. Thin, at the preeenr 
exchange, beam no relation to the value at all. The customs people state that 
the valuation is made on a higher ({uality of pig-iron. 

Q . — Have you got the wording of the (loverninent of India order? There 
•rannot be a tariff valuation for a particular kind of pig-iron when the tariff 
Hil.^ mentions pig-iron generally. 

4.*— This copy of the Waste Lands Manual in ray hands, 1 am afraid, 
hosnH the recent corrw'tions in it. 

Q . — In paragraph IB of your written statement you say that India is av 
present content to view the question thus : 90 years* life, and therefore 9^^ 
years’ reserves, are an essential factor in the establishment of a mining 
company That means etunigh material to continue working for 90 years? 

A.— Yes. 

Q , — But acttially haven’t you private leases for considerably less than 90 
years? 

A. — I sup)>ose there are, but most leases are for 90 years. Government 
leases are now for 90 years, 

Q , — What about landlords’ leases 

A. — ^They would prefer a short-term lease, but the' companiee as a role 
stand out for a long term. 

Q. — ^Tou say that minimum royalty is not a fair or adequate return, and 
the public should be independent of the good or bad use ma^ of its assets. 
Tliat applhto generally to ensuring that pro|»er use is made of the assets. 

A. — ^Yes, 

V—You refer In your paragraph 92 to the State of Minnesota where a 
•peeial and permanent Tax Cramiiaaimi exista. Could yon give us any ideo 
ol the royalty and revenue of that State? 




A . — I eould^ bat I not got th# figurai bar# with me. 

Q , — In Bijhnr and OriMa Uie income from minerals is onij* Rs. 1,00»000. 

A. — Ym, the income at present is small. Borne of the Mg companies who 
hare got enormous concssoions in British India are not jet mining a single 
ton. The revenue will inereoae verj largelj^ soj^ hve jears hence. 

Q . — Do jou refer to the Bengal Iron and Steel Company}^ 

.4. — No, they hare been nuning for some time ; I refer to the Tala Iron 
and Steel Company. The Indian Iron and Steel Company has only recently 
begun to despatch. 

Q , — At present there is not much to pay for a special Taxation Board? 
Do you think it will pay for itself P 

A. — The old leases are at i anno a ton royalty, but at the new rate, we 
shall get a good income. 

Q , — Could you let us have Mr, Hurd’s article on Mine Taxation for the 
Committee’s perttsal? 

A, — ^Yee (handed in by witness). 

Q , — You suggest in paragraph 24 the imposition of an annual ixnital upon 
tonnage held ; that will bo after a survey of the undeveloped areas P 

A. — I do not recommend that. 1 say that I do not consider any such 
system practicable in India to-day. T do not think the iron and stoft trade 
in India can stand any such tax. 

Q , — You are 6{>eaking mainly of iron and stetd. 

.4. — That is so. 

(^, — What you really want to <lo is to work tbings UPt iind get a depart- 
ment organiseid and equipped, so that you could get a real revenue out of it. 

.1—1 think the sooner a properly equipfu^d department functions, the 
better, and the more cafuial you will attract, There is, for instance, a bitter 
complaint that statistics for Indian minerals for 1923 have only just been 
published, i.c., they are 18 months too late, 

Q , — What is kaolin? 

.4. — It is a hydrous silicate of alumina. 

Q , — You say you could double royalties all round. 

A. — I think so, except possibly in the u«s€‘ of manganese. 

Q. — You say that there is a strong case for n committee to enquire into 
the question of royalties and revise the schedules, with wider discreiionarj 
powers to Loral Governments to meet varying local conditions > How would 
you constitute such a committee? 

.4. — There should be representatives of the Metallurgical Bociety and of 
Government on the Committee. I do not think there would be much difR- 
milty in constituting such a committee. 

Q , — What is the Metallurgical Bociety P 

A. — ^That is a Mining Association in Caleutia. Government take the view* 
of this Society on a good many matters ofTecting mines. 

Q , — How arould you set about getting a sort of equality between one mineral 
and another? 

A. — You put a royalty on each mineral; it does not matter whe^er the 
soyaltiee are pqual or not. 

Q , — ^Would you try to anmnge Uiat each royoliy ohould bear relation to 
the profit mode on that particular ore? 

A.— Yes. 

Q . — You dislike the cess arrangements F 

A. — I do not lihe the way it it ss s ew s d . 

Q , — ^It ia a cess in two dlferent ways; in one eosa on the material ndned 
and in the other on the profit mode. 

As — ^It it never at ae t t ed on ihe mineral mined* 
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Q , — aWit the Jharia W«l0r Bottrd cm^f 
4* — That is a special local rate leried oo deapatcliei. 

— ^What about the Hoad and Public Works cess? 

4. — li is aaaeaaed oti the profits made by the mine owner and mine occttpser. 

Sir Percy Thomp$on, Q , — At present cannot half the total cess be assessed 
an the owner? 

A * — Yes, according to the Act as it stands^ but in practice OoTemment does 
not allow us to do that, 

J . — The mimHiwner is responsible for half the cess charged on the mine- 
er and the mine-worker in responsible for half the oeea charged on the 
fnineowner. 

A.— Ea<jh is lr*^?ally responsible for half the total ceas, which is moet unfair. 
The only saving in tliat the law ig never onforct^i. 

<i^.«-~-8up(>ose a mine company made a Joa^. 

4. — There would he no cess Icviinl on the mine that showed a loss. 
p.^But the ]x»ople working the mine are responsible for half the cess 
charged <»n the owner, siiii if the mine made no proht, would it not be rcspoio 
si hie for hall the owner’s cea»? 

A. — ’ies. What is much worse is that under tho present lair a <^ai-uiitan^ 
wmpaiijf wlii(di miikea a profit of, say, 10 lakhs of rupees is resmmaible for half 
the total cesa. The other half can legally be claimed from tne mine owner, 
who may got only lls. 3il0 as his annual rent from the mine. 

The Presuieni, Q . — You refer to a recent proposal to charge cess as a 
«6at rate per ton despatched. Is that in substitution for the profit cess? 

4.*— Yes. It is parallel to the Jharia YVater Board system. 

Q. — Would not a aurcharge on income-tax be suitable? IVoth the mine and 
the owner pay income -tax? 

4. — They may or they may not. They may not make enough profits to 
g«*t up to the income-tax Imel. A atrong point made for the new' pro)K>sa} 
was that tm the roinpany uges the public amenities, whether it makes a profit 
or not, emn should be independent of profits. 

— Would not a surcharge be a simple and fair way of assessing P 
A.-— I am not sure of that. 

Sir Percy Thompson, Q , — One of the objects of your proposed Mines 
Development Fund would he to maintain a Mini's Department, ImiHirial and 
liiH'al. Would the Mines I>eparttnent include your Tax Commigsion? 

A . — I only suggested an original commission which would sit to fix the 
royalties. I ilo nut propose a standing Taxation Coininitision. 

Q , — You do not, for instance, contemplate a Mining Board with a Finance 
Member on it? 

A. — I do not think so. 

if , — You would provide funds lor developing mineral areas, through lot nl 
IxxHes under provincial supervision. The w'hole tax would go to one fund 
and the fund would pay a specified proportion to local bodies. Is that your 
idea? 

4. — ^Yes. 1 would use the existing local bodies for this purpose. 

Q. — WouKl it not l>c simpler to tM>nstitute special boards with jurisdiction 
ever areas contiguous to the mines P In the Central Provinces, I understand 
the proposal is to create a District Board especially for the mine district. 

A. — ^That might very well be done. It would be more to do for 

small and scattered areas. 

Q.—You would he getting a good deal more by way of taxation on tbs 
exploitation of minerals^ aubstantially raisiiig the royalties might affect the 
scaling price of the commodities all over India? Kumld the proceeds there* 
fore not belong to the Central revenues? 



1*— Partly y«8; that would be an additional arg^unent for part of the 
pw wedft going to the Central re\*etiues. 

— An ex|>ort duty on jute atPeeta only the prorinoe which prodnoea the 
bat in the ease of royalties on ooal, it affecu the consumara of coal all 
ow India. It seenis to be an argument to show that the proceeds ahonid 
Ml go to thf‘ t>n>vinee in which tho ralnee are situated h 

d. — Not entirely. 

if . — So far iia it is used for the provision of aiiienities or necessitieit cnuaed 
by the existence of the mines themselves, the proceeds should be local? 

A, — Yes, but there would be certain items of expenditure which it would 
be better in the interests of efticiency and economy u* provincialiHe, otherwise 
there would be unnecessary duplication, and a purely parochial outlook. 

— Would you propose to leave out provincial and simply have the local 
mad tbe central? 

d.-^No. I think provincial revenues should have a share. 

— Suppose you come to the conclusion that royalties ought to be muItU 
by four and as u result vou get four iiinciR the revenue. I nhoukl have 
tbaoght that the whole of the increase ought to go to the Central Qoverninont* 

d. — What I consider is badly wanted i.^ more money to be spout on tbe 
iMBtng areas and industries. ^ 

(f , — When this has been adt^iuately dealt wiili, a'ould you agrees that any 
fiwcplus should go to the Central Government? 

A. — Yes; that, I think, i^ prtibahly the reai^oti why Minnesota gave 20 p«?» 
mat to the Central Government. 

Tbe President, Q . — In tbe circumstances of this country, would you not 
draw a distinction between a royalty which is in the nature of a land revenue, 
smd an excise irhich would legitimately be a central revenue? Suppose you 
an excise on all coal removed, then you would be taxing your neigh* 
boRUs; but i$ not a royalty on land with minerals like land revetiue? 

A , — Land revenue is strictly a local thing, but any royalty affecting all 
icdui ought to bo in part at least, an all-India inconie. 

C.-Is not royalty the State's share in the produce of the land?’ 

d. — ^Yes; excise could Ih» dosirrilaHl in the same way ns tho State's share in 
Uka CQuaiiraption of liquor. 

if . — The consumption of liquor is not State property, the mine m. The 
amlogy l>etwe(»n royalty and hind revenue is that both are the Btate's share of 
aoBMithing that oxi.sts on the soil. 

A, — ^In actual practice, it would Ik* unfair not to give the general pnblio 
the mineral a share of the increased royalties. 

Sir Percy Thompson . Q. — What is to stop a royalty being imposed by a 
iBcal authority? 

A — Royalty a«i a public aaset can only be on Goveriuiient-ow’ned property. 

Q , — I am talking about the local cess. 

I>f. Paranjpye. Q. — In Bihar and Bengal you have always been ftu^ fo 
face with difficulties on account of pertikanenUy-seiile^i land." Do you think 
thia is a suitable time for nationalising mining rights? 

A , — do not quite understand what nationalising mining rights mean* 

Q . — If anybody has mining rights, Government should buy up these min- 
ing rights once for all and anyb^y who thereafter engages in the mining 
hidastry should pay royalties only to Government* At present the mining 
Indiistry is comparatively in its infancy ; it may develop very much and may 
produce great difficulties in coarse of time* Do you think the present time 
IS suitable for wiping off these private rights in mining? 

A, — If you propose to pay a fair prioe for them, I think it is impossible. 
From tbe point of view of finance, the cost to the Central Government would 
be snannoua* 
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Potno, wss exomined 

Sate an certain topics relative to Indian Taxation. 

1 . The central problem in ruhlic Finance . — Tht* fundainenial criterion to 
bit af»pli«Ml if] judging all qucsiiioiiiii of public linanoc\ um with political and 
ocoiKimic qucHlioftN in perioral i^^ the difrcr<*iu!e which a given courae of action 
tiiakea to tRc txtonomic W€^»Ifiire of the eoinniunit^*. 

The Btate taken imm the citiaeiiH the reHOurcea whic h it recpiireii in various 
wayn and givea biu*k in return gooda and her\'ic*t^«. In this rendering of a 
quifi pro quOf a pubtic benefit in return for revenue rec'eired, the modern State 
offers s marked contrast to the condition of things usually prevailing in earlier 
timeH. Public money may oven now be very frequently wasted and mis-sfieut , 
but it is at least spent on behalf of wdiat is represented as, and generally is, 
a public In foriner times there was in many cases no pretence* of 

such f^niicKHion. The total of what a State takes from its critiaens in the 
course of a year, tog<»iher vrith what it rectuves from the nifunliers of foreign 
States, oonstiiutcfs the annual revenue. Is there any way of deciding whether 
the consurufftion of this revenue is accompanied by an ade<]uate public l>eiiefitK 
For all discussions on the subic^ct of taxation turn upon this issue. It is^ of 
course, true that in a democratic State the annual expenditure is sanctioned 
in the bvidg«d^ b3' the legislature while now' forms of taxation are similarly 
approt'*Hl. V''nriuiis administrative machinery, such as treasury control, 
scrutiny by CoiiiiiiiiUH»}i on Public Accounts, and so forth, exist for the piir(>oso 
oi Hoeing that public money is projierly spent and due iwonoiiiy obser>'ed. 
'rho»€' devices 11103* ensure that the colhn'tion of revenue and its expenditure 
are broadly in aoc'ordaiice with public opinion. Hut in order that any precise 
or intelligent judgment may Im» formed it is n€>eessnry to be able to trace the 
economic effects of revenue collection and to measure with accuracy the utility 
and disutility that results. 

Even were it p<»siiible to trace with certainly the complex economic effects 
of revenue collection it would be idle to expect complete agreement as to tho 
goodness of tho result, since conceptions of goodness will differ. But no 
system of public finance can be regarded as satisfactory which does not avail 
itself as far as possible of economic analysis in order to ascertain what the 
effiM^tH of different forms of revenue collection actually are and at the aaiDe 
time make use of the moat precise measure of ntiUty and disutility that 
aocompaniQS it. 

It may be laid down as an axiom tJiat the only way in which it is ponnble 
to }udge with precisian whether a State service is worth what it costs is to 
enable the commodity or service supplied to be consumed np to the point at 
which the marginal eximnsea of prenriding the service are judged equ^ to the 
utility obtained by a system of free exchange. 

It is true that, even if alt State aervices could be provided in this way, it 
would leave the individual consumer the final judge aa to the extent and 
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it is ateo true tbat a inon^* nteaauro of fuitiafactiou dco’iTod from axpou* 
diture in a community whoroin income was very unequally distribuiod would 
suffer from the obvious inequality in the utility of luotiey among the different 
classes. Nevertheless it is desirable to take advantage to the fullesi exiont of 
this method of distinguishing the receipts by the State which corres|>oiid to 
a service which is a mere alternative to private enter prise and which is 
provided at cost price, from those receipts which are not so aoootnpanied. 
For the latter roiistitiite the real tax receipts to which the dtscusatons relative 
to the problems of taxation properly apply. In the case of a great part of 
Btate service thc^ bcmcftt is of a general character only. It cannot be sold 
in units in return for a price. The utility cannot thereiore be incasured 
precisely in tenm of money. But even in such castes ilie value of a certain 
addition to servic^e may be estimated with some d(»gr«^ of definiteness. Tbuo, 
for example^ the vahn* of an addition to polict> servict* may be estiniated by 
reference to the statistics of crime or of street accidents. Jt is thus important 
a.f far as possible, even in the cam* of such servictw, to ado|>t the principle 
of cost accounting. An increasing number of State sen^ioes supply a beiteffi 
that is both particular and general. Klementary iMlucation and factory 
iriHpec'tion are fivtntliar examples. In an enlightened cx)miiiimitv it would 
Ik* possible to buy a given amount of factory iiis|>ectioti in a givim industry, 
regarded las a pr^H'iiiitioii against Ioks from accident or ill health, iiiat as one 
now hti,vs n |»oii(*y of iuMiratux* against the risk of damage to a motor car. 
There a*oiild be a factory ** experient^e ” upon which the charge would W 
hasfHl. Similarly, the ideal tnelhoii for the supply of public education would 
l>e for each person to purchase a given quantity of this particular service in 
return for ii payment haMnl upon its cost. It is uniMH’essary to refer to the 
obvious reasons why this method is not always possible. But it should 
enfor<?ed a*herever practicable. For as soon as a service is supplied without 
any specnfic charge to the um'Th and paid for from the general funds of the 
State there is extreme probability that the expenditure a*ill either be in defect; 
or excess of that quantity which is cltpsirahle in relation to the utility 
obtained. 

fiiiough has b€sen said to illustrate the iraportaiice in public economy of 
supplying public utilities in accordance with marginal demand at cost prioes. 

2. Thf dutinrtUin lU venue and Taxation, — Jn any consideration 

of the problem of taxation it is iiec'ensary to define os clearly as may bo tvhich 
items of the public revenue are to be classed as taxes. All w riters upon publi 
hfiance agre<* that an itiiporiani distinction should be drawn between 
•* revenue the general term for all forms of State income, and the several 
constituent part.s of revenue w'hich may differ widely in their economic and 
socdal character. Considerable difference of opinion will be found to exist on 
the subjiHrt of the proper classihcatton of revenue and it is not propesuNJ to 
enter into this discussion. The ideas upon which these classiffcaitons defiend 
are reasonably simple and clear, but their objetdive application is di^ciiJt. Il 
may be said that connotatively the claasiftcation of public revenue is a coin* 
parattvely easy matter: denotatively it cannot be made with precision. 

As already remarked, the ultimate problem of public finance is a balancing 
of the advantages of State service against the disadvantages implied in their 
cost. 1^6 atl-important consideration is the relation between cost and benefit 
and the classifioation of revenue should bring out the chief differences in this 
relationship. These differences can be made clear by considering particular 
instances. 

1. Beveaus os the cos# priee for a opoeifie ierviee voluniarUy pUTchoMtd,-- 
Asenmiiig the non-existetiee of tho State, or body able to exerc^ compulsion, 
all pajinents out of private income, other than would be in retnm for a 
atsU^ judged to be at least equal to the expei^ture. When the State pro- 
rides goods or services upon a basis of cost price, leaving oonsuinimi free to 
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pwreliAM or not, aMiutning tho Siota sarvioe to be s« efficient a« the prirste 
•errice^ the income of the citieene in not effected. The relmtion betireen ooet 
end benefit ie direct end meeeureble. There it no compuleorj dedoction Iram 
privete income end the peyment will not be felt ee e burden, Rerenae of 
this kind i» elweye cleeiiAed under the heed of price, 

2. Revenue in excess of tost for a spectfle service voluntarily purchasedm — 
The 8tete ueuelly he« e monopoly in respect of utilitiM supplM by it end 
mey oherge prices that include a monopoly profit. Familiar exemplee may be 
found in the sale of liquor from government distilleriea, or the sale of water 
for irrigation, or the tale of opium. The question whether this method of 
raising revenue is justifiable cannot be answered without raising a number 
of further considerations. The general rule w'ill hold that the monopoly 
price will cheek consumption, thus causing a loss of satisfaction that has 
oe set against the social gain from the revenue obtained. Unless there ia 
a special advantage or disadvantage attaching to the restrain upon consump* 
tion, the social gain frotii the revenue cannot be judged apart from its relatiob 
to the general revenue system. This particular revenue will constitute a 
deduction from a certain class of iniKimes and must be fitted into its place so 
as to secure a proper apportionment of the tax burden as a whole. Certain 
cases, however, deserve special attention. 

i. Casts where the demand for the commodity is highly inelastic, — This is 
approximately so with the oonsitinption of salt in India and is so in somewhat 
less degree with the consumption of commodities for which a strong habitual 
taste has been fomed. U Is probable that a considerable monopoly price 
may he impoaed upon alcoholic liquor and tobacco, for example, w^ithout 
greatly cbecktng consumption. When the consumers belong to the classes with 
incomes not much in exceiis of the needs for the consumption of necessaries, 
Uie deduction iiimle from income by the levy of a monopoly prico may be at 
the expense of expenditure upon lUK^essaries. fn the social interest such mono* 
poly price should be levied as far ns possible only upon incomes with a margin 
above necessary expenditure. 

ii. Casts where the monoply charge is levied upon a factor of pnxiiirfioa.— 

An important instance of this kind is the charge made for abater for irrigation 
purposes. If water for irrigation could be obtained without restriction of 
supply in return for rxist price as, for example, manure may be obtained, it 
would be applied to land up to the {mint at which the addition to the crop 
resulting from irrigation just equals the outlay. In fact, the supply of 
irrigaiton water is restricted to certain localities and this introduces an 
import differential element into the value of land. It may increase the pro* 
du**e far in exc^ess of the expense of providing the water. It is desirable to 
obtain some part at least of this sttiq^lus for the public revenue and it is a 
matter of importance to ixmstder by what method it should be effected. It 
cannot be assumeil that the additional value conferred by a given supply of 
water is uniform for all lands. ' A uniform water rate will thus bear unequally 
and may restrict produciton upon the least productive soils. The rate should 
therefore vary according i4> the difference made in the letting value of the 
land. In raiyatwari areas when the irrigation is constantly provided the 
charge may conveniently be consolidated with the land revenue. The same 
principle may he adopt^ in the case of temporarily^-settled aemindari areas. 
But since land revenue settlements are for long peri^, this methed is possible 
only wliere no important change occurs in the character of irrigHtion. In 
pennanentiy*«etiled areas, the water rate must be levied separately from the 
land revenue. The rate should again vary according to the difference made 
in the letting value of the land. Sometimes the practice is followed of vary* 
ing the rate according to the crop grown, but, except as a method for charging 
according to varying^ quantities of water supplied, this iqrstem is *io ba 
cemdemnid since it will tend to hinder the cultivation of the more valuable 
crops. , 



-ill. Ca«e» where ike moMpoly eharye is lemed Mptm /ereiyn cet^sumers,^ 
Tm reveBue tliiis ekdsdnmd is cleerXj not m Ux upon th# memhire of iko tB^ing 
Mnmantiy and shoald be classified as a tribute. The main question that 
is whether a State is justified In raising a maximum reveaue 

In t his way. There seems little doubt that from the highest siandpotitt of 
eommon welfare such a practice is to be condemned. The prevailing practice^ 
however, is undoubtedly to arrange revenue demands so as to fall os far 
possthle upon the members of foreign States, a consideration which is fort- 
most in determining the expediency of levying export duties. And a« long 
os it remains the general practice, it may be assumed to be justifiable for 
any particular State. 

The classification of revenue oUtaincnl from monopoly prices preoents no 
difficulty apart fr<mi the problem of incidence. Where the monopoly revenue 
ia paid by the members of the taxing State, it should be classecl as a tax, even 
though the charge is not compulsorily levicHl. Where it is paid by the members 
of foreign comm unities, it U pro|>erly regarded as a tribute. 

iv. Revenue os the cost price for a specific service compulsorily pur- 
thased. — Good«i or services may Ih» suppliiMl by the State on a basis of cost 
price but the consumption may l»e made compulsory. Analytirally the elosst* 
fiemtion of revenue of tbi« character i« clear. Imagine the supply of elemen* 
tary education to be on this plan. There will be some iwrKonin w'hn would 
freely purchase an ecjual tpiantily of education under a regime of private 
enterprise. The action of the State in enforcing eilttciilion makes no 
dilfererice to such |>er.H<inM. There is no ootrifnilHory subtraction of income. 
In the cA#ie of |»er»ons who would have gone w^ithoiit educatton the action of 
the State involves a dehnito deduction from incutm* that would not otherwise 
ka%*e taken place. It is true that there is given in return a specific Wnefit. 
but it is not judge<l to he a Wmefit, or at least an equivalent Iwmefit. by the 
persons concerned. To the first class of |>erM>iis therefore the etincaiton charge 
must be classed os a prict*. while to the second it is a tax. It is ckmriy 
impossible to determine which persons would votuiitArily (MirchaM* the utiltti«Mi 
supplied in this way. In a democratic country with an extended franchtiie 
it would not he far from the truth to suppose that compulsion in such a <?ase 
made little difference, and in that case tlie revcnuie obtained in the manner 
suggested might be classififnl under the head of price. Where the force of 
compulsion results in a very general modification in the iiuxle of spending 
inooriie, it should be classed os a tax. There ar€<> probably no actual examples 
of the supply of utilities f-ompul«orily purchased that are provided 
at charges hosed on the quantity of .service* rendered to eatdi individual. But 
there are not a few' servicre^ which approxiinote to this description. Borno 
part of elementary eflucation, of sanitary' sen'ic’C, of lighting service, of police 
oenrice may lie considered as doing so. The revenue for such services is often 
provided by a system of ** rates ** levied on the value of occupifid houses or 
lands os a rough measure of the quantity of service consumed, ft may he of 
advantage to maintain a distinction between rates and taxes on this ground. 
Bui, os already, indicated, a rate is not a distinct class of revenue, hut a 

npound of price and tax. 

T. Rerenne as a charge of specific sermee not charged for on a basis of 
east, — ^7*here is a large class of charges of this cbarac'ter and they are eont- 
nonly classified as fees.*' Consumption may be either voluntary or com* 
puhM^. Consideration of a few examples will show that revenue of this 
kind is always resolvable either into prices or taxes. A charge for admission 
to a Btate museum or theatre is clearly a price although the price does not 
oover the whole cost of .service. Bfiecially low rates for transport on Btate 
roflways are similar in character. A fee for the registration of docuinents, 
oompnlsory. may be treated os in part a charge lor apeeific service 
fetklered, but in part a tax. The same may be said of court-feiwi. It will be 
•nfileiently accurate if all fees that are vofnntarily paid are etojsed os prioes^ 
vlule all compulsory fees are included under taxation. 
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wL S^wnue as eompulsat^ paymtnts far indireei bentfits, — Rarmua of 
l|i{f cotb for no snolynii. In ntl cams it falls under the bead of tan- 

tkm. 

rii, Betffnut obtained in return for no benefit from (he members of foreign 
Btntes . — Receipts of this character into the State treasury clearly do not 
constitute a burden on the eitisens and cannot |>ro|>erly be classed as taxes^ 
They may be included under the head of tribute/’ Some instances of 
tribute present no difficulty^ as, for example, the payments on account of 
war indemnity, or the tribute paid to the revenue of British India by certain 
Indian States in accordance with treaty obli^^ations. The revenue ma 3 ^ benefit 
from foreign payments, however, in lf*ss obvious ways. The monopoly price 
rharaed for exportwl opium by India is a tribute from foreiflpi consumers. 
It is agreed that the effect of customs duties upon im|>orts may in certain 
caiMHNi Ik* the iinpoaiiton of a tax on foreign prodticem. The problem of 
incidence cannot, as a rule, be determined with sufficient accuracy to enable 
the proportion of customs revenue that is paid for by foreigners to be ascer- 
laimMl. The iH-onornic situation in wrtiiin caM*s is, nevertheless, such as to 
l€*ad to fairly definite conclusions as to where the balance of tribute lies, 

viii. Seven ttt from ifHins, — Thort^ is much popular confusion of thought 

regarding th€« 4HH>iioiriic ihiiracter of loans. Although it is re<xignised that 
loans involve taxation in order to provide interi^st when the loan is not so 
used as tb lie sufficiently prcxluctive, the loan itself is cointnoiily thought of 
as an alternative t4> a tax, only leading to taxation when it is repaid. This 
way of regarding the matter i« often incorrect. The true character of a 
loan is liesi considered in relation to the sotirct^ from whifdi it is obtained 
and the use to which it is put. H the State issues a loan, the funds subscribed 
may be provided from one* of three sour<x\H: new capital as it accrues; saving 
that would not oilierwist^ have taken plact*; a transfer of capital from an 
existing use. Jn the m'Oiid and third cases not only must the? short periixl 
edfHtta risiutiting in the change for the detnatid for cx>nitiio<1ities considered, 
but the eflfiH't on the nntionni dividend must he conteniplatiKi. The loan may 
in both c*nM>« affiH.'! individual iiu'onH's adverstdy and thus operate as a tax. 
A loan may thus ofUui he coiisidertHl as a con<'eale<l tax and even when the 
loan is for prcxliictive purpoia's it may have for some time the €!»ffec't of 

a tax. Tim above reasoning applies only to internal loans. External loans 
will not Ih> felt ns taxation excerpt w’here the lending country suffers from the 
loss of capital sufficiently to cau.se a reaction injurious to the economic life 
of the borrowing country*. 

ix. /?cro»ur from puhlir domain, — An important topic rai.sed by the 
differentiation hetw'tM>n revenue and taxation is the proper classification of 
land revenue. Broadly speaking the offiidal view* wdth regard to the land 
revenue in India is that it is |iro|>erly to be described as a rent, while the 
majority of Indian wTiters upon the subject would insist u|x>n its elaastfieation 
an a pari of taxation. This contrast of opinion is not altogether the result 
9f economic analysis. It largely* arises from the desire to maintain, in the 
one ease that the land revenue does not, in the other cas#t that it does, act 
as an impoverishing influence upon the cultivator. The strong opposition 
to the description of land revenue as a rent is partly due to the rather unfor- 
tunate language that has sometimes been used by the apologists for the 
orthodox ^leory. This, Fawcett, in a passage of his Political Eoonotny, quoted 
by the authors of ** Finance and Public Works of India ”, remarks ** A land 
tax consequent^v differs from all other taxes for it possesses the excelleiti 
tiuality of providing a large revenue for the State without diminishliig the 
irealtli of any class of the community. Those, therefore, are completely in 
error who quote the aggregate amount of taxation which is raised in India 
in order to prove how heavily the people of that country are taxed.^’ Time 
is a smiae in which it is possible to defend Fawcett’s statement, but, on the 
face of it, the conclusion appears to be that land revenae, like manna, falls 
ham heaven. 



The Mime ta tJie lud rerenm, or Uod tax, has kaaa iba tUbjaal of sndh 
a«flieti]iK fliatetneiita that It is worth while to attem|>t to explain ike oauftos 
t^e didetoiice of opinion and to diacorer whmi the truth liee. 

deaerlption of the land revenue act a rent reate upon two distinct idea# 
which are not always clearly kept apart.. The one is that land revenue w 
counted in virtue, not of sovereign right, but of owner right. Such revenue 
18 thus thought of no# as a tax, hut as a hire price for the use of State 
pro^rty. Tho^ who emphasise this aspect of the matter are thus often 
to draw a distinction between the character of land revenue in raiyatwarl 
and in aamindari areas, bolding that the former is rent while the latter is 
tax. But it is clear that the distinction between sovereign right and pro- 
prietorial right is primarily a legal wiM'epiion and has no nfHJOSsary b<wiiig 
o|K>n the purely economic question as to the bnrden of the impost. We have 
merely to examine the economic implications of the distinction. It will be 
found that the differentiation between the State as owner and as sovereign 
has no Bigniffcance in this connection. If we conceive a certain territory as 
dividcKl into tao parts, the one called the rulers' tt'rritory and the other the 
subjects* country, it is clear that the wealth obtained from the rulers’ country 
will have no cffw't on the amount of wealth obtained in the subjects* country. 
Royal domain aseni to be thought of in something of this manner. Modern 
iHsiiditiofts, howe%w, represent the (leople as both sovereign and subject accord- 
ing to the point ol view adopted. It in rmvertheless possible thjt certain 
wealth has alwjiys bcMoi nHNigiicd for publics purfiosc^s and tht^ provision at 
general benehta while other wealth has been available for private constitnp- 
tion of 8 pe<*ific henetits. It might then lie argued that thc' spw'ihe beneftts 
enioy 4 »d by the citisims were in no way affected by the expenditure on public 
purposfw. The conclusion wdll only he correct if wo regard the twM> branches 
af wealth as distinct and not reacting on each other in possibly varying a^ays. 
They will, in effw't, constitute tiro separate countrii^s. But this way of look- 
ing at things will appear Homewhat artiffcial if the original sourexi of public 
income is private inc*ome which might, potentially, be diverted to the provi- 
sion of specific individual lienefits. ft is at tliis point that the scnnind aspect 
of the subject may l>e intrmluced. The so-ra)h*cf Uicardian theory of rent 
draws a distinction b<*twwn the incxime from land and the ineoiiies from 
labour and capital. The former consists of a difffTential value, a surplus 
over full marginal costs. The latter under a competitive regime, Umd to hti 
equal to the marginal supply price of the factors named. Thus it would seem 
that if the State is the landlord taking the rent and if this does not form a 
part of the income of labour and capital the econoiiiic condition of the fieople 
is not altered. In Faw'cett*s words, the in<*ome of no class of the community 
IS affected. The ground of the discussion thus appears to l»e shifted *, the 
debate is not as to w'hether the State in India is properly to be deaeribed as 
the proprietor of the land, but whether land revenue is economic rent. It is 
not uncommonly supiKwed that the theory of rent aa elaborated by Ricardo* 
applies in west^n countries, but not in India. For this view there is some 
support in official literature. The author of the Report of the Rent Law 
Commission says, “ To such a state of things (i.c.. thoae prevailing in India) 
Hie theory of rent propounded by Mr. Ricardo and other political economists 
of the same school has no application; and the adjustment of the relations 
b^ween landlord and tenants in these provinces, baaed on this theory, must, 
we apprehend, involve serious risk of error.** 

This passage has been responaihle for much mtsundersianding and has 
often been quoted in support of the conclusion that western ecotiomioa ” 
are not valid in India. The passage quoted shows that ita anflior suffered 
from a misoonoepHon ; ves. that rent understood in the aense of the actual pay- 
ment made by the tenani to the landlord is identical with rent understood 
«e an analytical result of splitting up income into its different economic 
setegoriee. The author of the Report suggests that Hiere » sudb an Identity 
lit the West, while he endeavours to show that hs India there is not. He quite 
erroneously supposes that Ricardian rent *’ depends on capitalistic farm- 



tDg; upon tlie exmienoe of a irafj^ fmid und of laboorers paid from capilial; 
upon fanniniS for profit aud not for aubaiatenoe. All ihia is ineortocC 
IBomomic rent depends for lie existence as an economic category upon mie iliiaig 
alone : permanent dtlferential fertility, or situation advantage. The pOM» 
•ion or enjoyment of this income depends upon the laws of property end tin 
several c^onditions that are implied in competition It has nothing to 
do with the question whether or no the method of^arming is capitaliaticL. 
Where two persons are anxious to coii]|>ete for the use of one piece of lani 
and where land or the produce of land is transferable, there the poasibihl^ 
of economic rent as the iiu^me of a separate class exists. These oonditjana 
obviously exist in India. But the existence of a separate rent-receiving claas 
is not essential and does not affect the applicability of the rent concept. 

This conclusion, however, does not settle the matter. The mistake is sona- 
iimes made of supposing that if the Btate is regarded as the owner of tha 
land that therefore any impost levies! u|M>n the land must fall upon economie 
rent. This, of c?our»e, is an flementary error. Two propositions hare ta ha 
home in mind : 

(a) A tax on land is not necessarily a tax on surplus. 

(h) A tax on surplus may Ih^ none the less a tax. 

The first of these propositions may be illustrated by considering the followtng 
cases : 

€ 

i. a tax levies! upon the area of land. 

Bup^vose a new impost levitnl upon land at a uniform rate per acre. Thai 
land which is on the f margin of cultivation, t.r., which just pays the 
expeiiiM^s of cultivation will probably go out of cultivation. The capital and 
tal^iir employed on such land, being unable to shift the burden, W'ill sedk 
other employment where the return is higher. If such migration of labour 
is impossible the standard of living of the cultivator may fall, or, if it is 
already wj low that any reduction will affe<‘t the balanw of births over deaths, 
population will fall. Hut all land, even the larst, may be on the trifcastee 
margin of cultivation. T'liat is the last unit of capital and InlKUir applied to 
the land is yielding no surplus, riiless the new tax can he shifteil from the 
expenses of product ion, all the land will thus tend to go out of cultivallow. 
But while land on the extensive margin yields no surplus upon which the tax 
can he shifted, the land on the intensive margin doc^s yield such a surplus 
in respect of tho pre-marginal units of capital and labour and rather Uuui 
allow the land to go out of cultivation, the landlord, or rent receii-er, wiH 
reduce his rent by the amount of the impost. In that cane the tax will haus 
no effetit upon the degrmi of intensiveiu*ss of cultivation. The intensive inargiu 
will be unclmngtHi. It has been stated that the land on the extensive mai^fl^ 
of cuHivntion will ** probably go out of cultivation. This qualification is 
needed in view' of c^^rtain possible circuinstaiuH^a. It has l^^n said that the 
increase in the charge tipon the marginal income may cause a fall in ths 
standard of living. But this standard may he varied in two ways: by ths 
reduction of the commodities consumed; and by the reduction in leiaurs 
enjoyed. The lunv impost may be paid from the product of harder work. It 
is often retnarkcHi that high rents c'ondiice to good cultivation. The asms 
qualification may be nece<sanry in the case of land on the intensive margiii. 
It has been argued above that an iiiipoai on land which yields a surplus wtB 
be transferretl to the receiver of that surphis. If, however, the rent receiver 
is in a strong bargaining posit ion and the cultivators have no access to alter- 
native emidoyment the burden of the new tax may be borne by the latter 
through a tail in their standard of living, or, by a greater intensity of labour. 

One further circumsianee must he noticed. If the produce of land is large- 
ly marketed and if the demand for this produce is highly inelastic any 
curtailment of supply is likely to lead to a rise of price which may have iAm 
effect of partially resiortng the land on the extensive margin to cultivai^oau 
A part of the impost will be transferred to consumm^. 
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*th» rasttlt of ibo foregoiniC u to show that m tox levied u|>oii tlio 

imo of land isia 5 r, nnder vaiyini^ circuuuitameMi, fall upon rent receivers, eulti^ 
mors, or consumers. 

The case may next be considered of 

ii* a tax levied upon the ipross produce of land. 

Bocmomuig have always recognised the difference between an impost levied 
upon net produce, or surplus, and one that ift Unietl n|>oii gross prmluce. 
Tbb has often been distingui^ed as a tax on rent and a tithe. A tax on 
gross produce will affect both the extensive and intensive marginal application 
of capital and labour to land, 8uoh a tax will, therefore, if the (Hiasible effect 
on prices and upon the standard of living he negh^ted, canne a rcHluction in 
the amount produced fn>fii the land. 

The final ca»%* to he considered is — 

ill. a tax levied directly u|Km surplus. 

Un<k>tr ordinary ctrcunistam'es this will have no effect either upon the extent 
of land that in ciiltivaUHi. or upon the marginal income from ciiltivation. 

From what has said it will be seen that it is far from true that a 

tax on land iiecesKarily falls on economic rent alone, or. that* as stated by 
Fawcett, it does not dimininh the wealth of any class of the romiiiuiiity. 

We have now to turn to the second of the two propositions enunciated 
above, viz., that a tax on Htirplits may he none the less a tax. * 

ft is obvious that land re%*enue, in so far ns it is a levy upon economic 
surplus, does not affe«‘t the piisilton of the fanner, or c«ltivat^>r, save in so 
far ns he is in a position to retain the surplus were it tn»t iMdUn^teil by the 
State. Qud farmer there is no subtr^ion from income and thus it would 
seem clear that there in no tax. It is eciually obvious that, w*heri» a rent* 
receiving class exists, such a levy is a coiiipulKory hubtraction from in<*ome. 
But it may be contended that there is cron hero no real deduction from 
income since the capital value of the land revenim will have aniortiscHf 

in the course of the various past transfers f>f projK'rty by sale. Aix'ording 
to this line of argument the land revenue would be a tax only upon a past 
generation of landlords, or upon pr<*s€in( landlords where no transfer of pro> 
perty had taken plac^e sim-e its first imposition. Finally, if the State is 
supposed always to have taken all or part of the economic surplus, to that 
extent no rent-receiving class will have cotnr into existence. Thus it would 
seem that under certain circumstances the land revenue n<»t fall upon 

the income of any existing class of tho coiiinninity. It shotild. howiorer, be 
borne in mind that the land revenue is not entirely |>ectiliar in this resf>m*t. 
An invariable tax of long standing may. with considerable truth. behl not 
to affect the income of anv class. For the labour and capital of the com- 
munity will tend to be distrihuUnl betwwm the various ocriipations and inv<^st- 
menta ho as to bring in the same marginal return jri ever> direi'-tion and the 
sise of this return w'ill he deterniiii<*<l hy the standard of living. This standard 
of living may then he treated as iinaff€*cted by the tax. The conclusion, there- 
fore, would seem to be that thcro is no ground for classifying Janri revenue 
differently from taxation merely hy reason of tho fact that it falls upon 
surplus or because hy reason of its long imposition the iiiconic upon w^hich it 
falls may Iki reganleil lietonging to persons who have been prevented from 
coming into existence. 

The truth is that taxation cannot bo dofine<l without reference to an ideal, 
or standard. That ideal is the eflieteiit supply of a real utility at cost pries. 
But here we at once come up against the fact that in the case of the resources 
supplied by nature there is no cost price and where these factors in production 
are coneerned, owing to differential quality or limitation of quantity, they 
pomss a differential value. Costa therefore differ and surplus income or 
rent arisea. Income that Is rent, or surplus, has this important differenoe 
from marginal income in that it cannot be retained save by ** ownership 
while marginal income is retained in virtue of serriee. It follows that surptua 



IttooM may he appropriated withoat affeeiiiig eenrice but tliat if marginal 
hieome l» apprt^ated, ierriee e em am . It la, of courae, tlkia dementory 
principle that explaina the frequent demand that the llnandal needa of the 
State ahduld be met by tnifMiMta upon rent. 

In any developed State the growth of population combined with the deaire 
to enjoy without labour leada to the emergence of a separate rent-receiving 
daaa and to lawa of property which aocure ita |>o«ae»aion. Where a private 
rent-reiving claaa exiata and the State by virtue of its sovereign authority 
ate|Mi in to collect aoroe or all of auch rent there a^ould be no heaitation in 
olaiaifyittg nuch an imfMMt an a tax. There apfieant at brat sight no reason 
for refusing a similar classification in the case of waste laud, even adhere the 
occupation of the waste is regulated by the State. For it is not an insepar- 
able quality of StaiehtKKl that it should appropriate surplus income. 

There is no difference in principle between an ini{>ost of long standing upon 
cultivated land and an impost, newly impo!^, U|>on land hitherto unused. 
In both cases it represents a compulsory deduction from income poitmtially 
accruing to a private person without a corresponding cost. 

The difference that really demands attention is between an impost upon 
a surplus and one upon marginal income. In the case of a long standing 
impost on surplus income from land, as with a new imf>ost on waste land, 
the principal fa<'t of importance is that it prevents a rent-receiving clas.s 
from ccvning into existence and so far does not reduce income |>er head. 

It docNs not of necessity follow that the State should nationalise the land 
or retain public lands in public ownership and maiiagcunent, this dei>ends on 
the relative suc^^ess with which the State or private owners will manage and 
develop their profM^rty. In early times much revenue was obtained from 
public domain in priictic'ally all countries and the tendency in most progressive 
countries has been to turn public domain into private property. Adam 
Bniith remarked that The revenue which, in any civiliscHl monarchy, the 
Crown derives from the Crown lands, though it appears to cost nothing to 
individuals, in reality cost more to the smriety than iM^rhaps any other i^jual 
revenue which the Crown enjoys.** At the present time the majority of 
ocronomists would, as regards most countries, prefcjr the levy of taxation on 
land values to the maintenance or ac^iuisition of land us |nihUc donioin. 

Whether this verdict holds good of India at the prc^aant tinie need not be 
here discussed. It follows that, if the Htaie owns and manages the land, it 
performs o service, which wdll have a cost price, which would have to be incur- 
red, other things being equal, if the land were used to private iiianagemenv. 
The income from land may here be regarded as derived from a eominercial 
service. The net income should be calculated after dcnlttcting pure costs of 
management and interest on improvements. The surplus should be classibc^d 
as taxation. How far this taxation involves a burden should be treated as a 
•eparate problem from that of classification — namely one of incidence. 

frWf<€n memorandum 0 / Professor llamilton, 

Q. SS , — I am strongly in favour of the withdrawal of this exemption 1 
give below the principal reasons that lead me to this conclusion. 

I— The Phifffe of mS, 

The principal ground upon which continued exemption from income-tax 
i^ claimed by the reeipienta of income from agriculture is the so-called pledge 
of 1703. In the Regulations governing the Permanent Settlement in Bengal 
it was stated that no demand would ever be made upon them or their 
hairs or iuccessors by any future government for an augmentation of the 
fiihlie assessment in eonsequenoe of the Improvement of their respective 
estates This provision baa freqmntly ham advanced as tantamount to the 
parpetual examption of aantindari inoosna from land from all forms of taxati« 
otlwMr than that takan by tha aas sa sra a n t then fixed. In examiniiqg this claim 
It it usual to refer to tho intentioii of Cksveminedsi in I7M« 
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It he p^iit#d oat timt tho wor^ of iHo lloin>)*ttonfi quoted ohore them- 
Nmo seem to indteato m limliod opplietitioii for tbo ** pM» It it oxiiriMio- 
iy stated that no aaunmeniatton of ahaU bo made ** in coitiMM|ii«iioo 

of tbo improvoniofit of their reepectlre oitmtea **. Nothing ia loid with regiurd 
to any other form of revenue demand ouiiitde the nature of the 

In the ja?coiid |»loce the iiit%niiion of Government ih di^dared to be of this 
Hmited nature m ahown by the cammentary to he obtained u|Hm the purpoao 
of the Regulationa in the Minute hy Lord CornwalUa of February 10, 1790. 
In ihia Minute it \i very clearly ahown that the anmindar wan not conceived 
»n having any ahM)lute or uitcontrolle<1 economic interest in hia property. It 
IS said “ T^oever cultivatea the Iaiid« the aamindara can receive no more than 
the ftifahUAhtfi r^nf, which in most places in fully equal to what the culii- 
laior can afford to pay Again, it ia declared that the financial reoeipta of 
the aamindars might he interfered with in other directions. Thus, Cornwallia, 
speaking of the anniinciari mir datiea, aaid, It does not apiKiar to me that 
the regulations for th«* new settlement confirm all existing taxes, if, upon en* 
quiry, they shall nppi«ar to Ik? iidaiithoriaed, or of recent inua^sition : nor that 
the aamindars wrill be entitled to deductions, upon the abolition of them 

Again, Cornwallis distinctly jiccepts th€» argument iluit the iiltiniate 
fTiterion in adiudicattng upon the rights n{ individuals must be the general 
welfare of the comm unify. He said, I admit the proprietary rights of the 
aAmtndars. and that they have hitherto held the eolka^tion of tha witarnal 
duties ; hut this privilege appears to me w incompatible with the genera! 
prosperity of the country, that honrever it way be sanctioned hy long usage, 
I conceive there are few who will not think tia justified in rt^utiiing it.*' 

Finally. Cornwallis laid down that ** The supreme power in every Slate 
TMist passeiiss the right of taxing the suhiect, agretnibly to c^eriaiti g<moral 
t'UW 

It is well known the G<ivernin€*nt of India hnn exprci^sly chMlared its l>elief 
that the Permanent B<*ttl€‘inent was iniendiHl to give no promise that taxa- 
tion, other than an enhancement of the aHH^^snient, should not jn future be 
imposiKl upon the aamindars. This is fully argiietl in Despatch No. 5 of 
May Pith, 187(». 

Apart from the intention of Government in 1793. it is important to con- 
sider what has been the subMK|uent practice*. It is evident that since 
1793 agricultural income of aaniiiulars has in fact lieen otherwise* taxed. 

When the Cess Act was und(?r discussion, it was strenuously mainiained 
by the aamindars of the perman<mily-seitled areas that it was a violation of 
the terim of that setthnnent. Thi.s viewr was not ii|»held. 

Further , it is obvious that at the present time »u<*h income is taxed, in 
.'rddition to th«* payment of land ri^vcnue, hy the various forius of indirect 
taxation such ov customs rcu’enuc. it would seem futile to regard as jtisti- 
fitihle the imposition of a tax in one form only if it were to he evident that 
the substitution of a tax in another form would be for the general good. 

In discussing the validity of the pledge of 1793. whatevt»r may have lieen 
the intention of those making it, the fundainental political principle must be 
borne in mind that “ a Prince is not hound by hia pledges **. 

This seemingly immoral statement is, although of Machiavellian origin, 
rothtng more than an assertion that the good of the whole community must 
prevail over any decisions or pronouncements of particular governments or 
rulers in the past If all the past declarations, stated to have hfN»n made 
“ for ever/’ were in practice observed as such the people now and in the 
future would he enslaved hy the dead hand ” and the reality of progress 
dented. 

For these reasons, if it can be shown that on other grounds the iaaaiion 
of agricultural income by the levy of an incooie-iax is dseirable, the argument 
from the Fledge, whatever may have been its terms or inteiitlony shmUi be 
set aside. If thm is agreed, it becomes pomible to disenss the questioii from 
ndher points of view. « 



S.— W# CoMn 0/ Squiiy. 

There i« no more generally admitted principle of Uxation than that whidh. 
fiowerer tt may be formulated, inaiate that there shall be no apectallj priri- 
ieiced dasii in the community which is exempt from the duty of bearing ita 
fair proportion of the tax burden. It is agreed that in India a very large 
part of the annual value of agricultural produce is paid as rent to the land- 
oarning classes. To exempt such wealth from direct Uxation, from which a 
large part of the centra! revenue is obUined, while levying it on incomes 
derived from other forms of capital or from productive services appears a 
manifest violation of the canon. One man invests his wealth in an industrial 
<enterprise and any profit which he may derive is liable to such direct Ux as 
the state determines to necessary. Another man buys land and his income 
IS fr^ of direct taxation, trnless there arc other valid reasons for such dis- 
rriminaiioii the failure of justice seems self-evident. There is, hoa*ever, one 
argument brought gainst this apparent incHiuity. It is that agricultural 
income is already heavily taxinl by the levy of land revenue. This argument 
sieeda careful examination. It will be convenient to consider different 
possible cases. 

(a) The iucceesor of an original proprietor of a permanently^eeiiled estate. 

It is common knowleiige that, whatever may hare l)een the profioriiot] of 
the original assets taken at the Permanent Settlement, the increment in land 
vahnw has btH*n so great since that settlement that the land revenue now re- 
prestuits a very small part of the income value of the land. The whole of tlie 
Increment has been enjoyinl frw of income-tax. Jn so far as the increment 
Thas been roughly continuous, any purchaser of land during the intermediate 
period has enjoyed the siilisei|ueiii iiicreineiit fret>» of further tax. 

(h) ,4 present purchaser of lamL 

!t may Ihi re|>reHeiited that when land is purchased at the present time 
the buyer takcH jnio nrcounl in the purchase* price the fact of tax exemption 
and pays a higher pric*e in proportion. There is no doubt that this aill be 
the tendency wj l»ir as past increments of value are concennHl. and the pur- 
chaser will have given a higher price than ho otherwise would have done, 
just as he would give a higher price for a government security which waa 
vielding interest free of income-tax than for one subject to taxation. It can 
hardly be contended, however, that a present buyer is likely to discount in the 
purchase price the future increment in land value. If such an investor will 
suffer to some extent from the imposition of an income-tax, it may not un- 
reasonably lie argued that the growth of population and the development of 
the country will more than compensate him before many years are passed. 

(f) The proprietor of land in a temporariijhse tiled estate. 

Bim'« the land revenue ts here subject to revision it might be argued, not 
only that the prenent rate of tax is high, hut that the has the means 

of raising its tax demand upon incomes from this .sourt'e. Against this con- 
tention it may bo (minted out that the practice of fixing assessment for long 
periods and of limiting the assessment to a portion, less than half, of the net 
ntmU not only renders the machinery of the land revenue unsuitable for the 
pur|HMie of obtaining an elastic element in the revenue, but gives to the land 
tax ^e character of leaving agricultural profits untaxed and of taking from 
the rent receiver only a moderate fraction of the incremental value 01 land. 
It may he said therefore that neither in permanently-eetiled areas nor m 
temp^arily-seUled does the land tax act as a tax on agricultural pn^ta and 
that it is only a moderate tax on agricultural rental. 

The sufficient argument against the view that land is already taxed up 
10 the limit of equity is that ihe land tax does not fall on afipculiural profit 
and that in any case the imposition of an income-tax upon a^picuHural incsome 
would only fall upon those with zz dreome above the exemption liinit and that 
.the capacity to pay will thus be proved. 
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3 , — Thf Can^n o/ 

It iiiij^vrtiint to i\i^k ulu*tlu^r t\%\ to tho 0|H:m A| 3 tricwltlir»l 

incoiiio would hiiiro any haniifitl t*ff«erts upon tlu* (trcKhirtivo «>»iil0r|>rif!i)O of 
the state. The ix>?telitsiou. in iny view, isi in the opposite direction. It is 
eoniinoniy luhititted that the investnieiit of eapita! in the invrt^luvsid) of land ill 
ndia js very sliRhlly attende«1 hv the |H‘rfornmiK‘e of t^r<Mhietive funtHiionH hy 
the investors. There is no txnniotnie j*ain in diveKinn rtipital front imlnstry, 
tor example, into the pimrhase of ajzricultunil rents. Tho»*#* who buy hind fo? 
the pvirpo>^‘ v»t ihenistdves uinhu'taking the hnsiness nf i.‘uh ivation are nlniONit 
wlniUy persons u ho. as siimtl rullivators, wonhi Iw la^ow tin' exetaplioit Hniit 
tor inroine-tax. Tlu're is no ground for Mipptvsing that the phinting induM> 
tries or the large srale ajKrirnliuristjs should Im» exempted from inconie-tax 
any more than i»i the eiiM* of other eapitalistic undertakings. There is, on 
the other hand, the eertaiiity that the levy of incximt^-tax upon agrieulitirat 
ineoiiie would provide a large revenue for the state from a rlams of }>ertioiii 
who above ail otliers ar« acwiiHtoiiuMl i<> s]K*nd a targe proportion of theii 
wealth in wavs that ;uhl little or nothing to the prodtutiun of further woalih* 

4 — question of Kjrpn/iV a*j/. 

Whatever may have laHoi the direct e«onontir advantagei* likely to follour 
trom a levy ot iin rens^Mi taxation upon ngrirultural ineonn% it has /iften been 
!>upp<»sed t<» Ih» |»oliiirally inexiawlient to alieiiwie the large landlord interest 
hy iiny encroachment upon cxtsting privileges. This argunu'nt, as applied 

the mnintmtanro «n tin* jnonnnity of agnrnltural itHotne from diris*! trwn* 
lion. ap|>ear.H to me to he iiiistaken. There is, in a largi* W'ction of | uhlio 
opinion in India, not only outside the permuuently-wettled areoK, hut nithin 
also, a rapidly growing belief that the larg«» landlord*! are pariiiiitie, jndgt'd 
from the economic standfioint. Moreover, the sense of ituHjuity nrising trotn 
a comparison of the )H>sition of landlurdM in the temtmnirily and permanently- 
settled areas is becoming nculo. I believe that to r**fuso to Huhject agricul- 
tural income to din^'t taxation is to f>erpetnate and stimulate such Htmtiinenta, 
while to remove the exempt ion would he to greatly lessen th<*ir force, 

,j . — JPhr rim hint hefirvrn different kiitdf of ntjiieuffurnl inrnme. 

In niy o|»inion iher** is goiKl theoretical justiheation for discriiiitnatiiig in 
the tax system heiwt*en income derivcKi from €•conolnir M'rvice and itiecime 
dertv€ftl merely from ownership. The only importaitt coiiHidoratioiia ariiM) 
when the practical mlniinistrative methods for carrying the diKiinction into 
f ?fc< t are review ed. There js an Jinportant iliff€*reni‘4» from the point of view 
o! MK'ial i^<M»nomy lartwi^ui intoiiie from pure isonomic rera and incoirie from 
agricultural profit. While, in my opinion, there is no ground lor exeitipittm 
Agricultural profits from income-tax, there is strong ih**oreiienl jiiatifiration 
♦ or taxing income from ei-ououiic rent at a higher rale. I am not aware of 
any >(*riouh administrative difTiciihies that would follow upon an liitempt ni 
Aiich discrimination, although it is clear that in practice the income of land- 
lords will often lie of a composite character, partly pure rent, partly intereiit 
on capital, and partly wages of management . Disrriniinntion W’oufd fiiipl]^ 
a more c^areful sysleiii of a<'coititt keeping than is firobahly now ilie case tiitd 
tlu»i*e a<*counts would have to he suhjecd. in cum* of nwxl, to ndniinistrativo 
inspfjction. The cost of colle<dioii would la* Homewhat iiicrenHed m ttli»o would 
hf» the difficulty of tax ttKs#»ssnH*nt. 

Am regards further di»criinination between ahstenlee and resident landlorda, 
the argument* in favour of discrimination seem to me to he more doubtful, t 
assume that in th€» majority of cum?* landifinis are resident at tirnes and 
absentee at others, and it might be difficult to determine the proper defimiion 
of al>seiit<^i<>in. A cxmsiderable element of discTiinination might preeipitate 
the tranefer of land from the ownership of large laodtorda to email landbrdii, 
and I am far frtnn confident that thi* would W a^lvantageou^. 

— A tax i^ any coniptilaor;^^ deduction made by the ataie Irom the 
iueome or capital belonging to a person regarded for the purpoaea of tliwaticai 
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«s • miitbor of the niaie, and any excans orer normal cost of production ii 4 > 
the charge levied by the jutate for goode or ftenrice^it voluntarily pnrehaaed' 
by auch members of the atate. 

Thin dehiution agree#, m% for a# the fir«t part is concerned, with that nised 
h) utariy ecotioifiieia. It makea the fact of compuUory payment aulRce with* 
out the further considerattoii of the nature or extent of the benefit conferred.^^ 

Thu second part of the* definition la not UMually found. In my view ita* 
iticlu«iion ifi important in order to prevent “ disgui^tcHl taxation from being 
overlooked. 

The term ** rent i# u»ed in two fn ordinary bu#ine#ii terminology 

it mean# the hire price for a material coniinmiity ; a# tlit> hire of a bicycle or 
a honae. Under normal coiri|>etjtive condition# the rent will be fixed so as 
to give to the owner the cost, expenses of ninnageinent, and interest on 
capital invested, during the productive life of the commodity hired. It is,, 
fn eifoct, a form of extended purchase. The He<*ond sense of the term is that 
commonly distinguished as oconomic rcmt/' or nilrpluK. It applies in the* 
case of an imperishable form of u'eatth and its amount is determined by the* 
diflferential value, due to natural or other advantiiges not the outcome of 
direct capital invcsitmeiii, of any given unit of tht* commodity over the value 
of that part of the cotnmo<Jity, the employment of which just remunerates the* 
capital and labour applif«d to it. 

The hit^e price of land is coiiiinonly t€*rmed rent and the state in India 
having in the past hetm fre<iuent!y de.s(*rilMxl as the “ owner of the land, the 
land revenue has Iummi regarded ns an income derived in virtue of ownership. 
The old use of the term owner was really c»qtii valent to the uicKlern conception i 
of sovereignty. The compulsory dtunniids of the sovereign are now defined 
HH tiiXfS4 and from this point of viea^ the land r<»venue is more properly de- 
fiiitNl as II tax. The C|iU'wtion, however, is com plica ted by the double sense* in* 
which the word rent is usetl. The owner of land under competitive condi- 
tions can sesrure the surplus value of his lamls for hiiDselt and the greater 
part of the rent actually paid for land is cotuuionly the differential value. 
When it is said that the land revenue is rent, the significance* of the staUunent 
IS coiiiiiiotily found to he that it is a part 4»r whole of this differenitnl value. 

It is soutet lines also wrongly siip|>osed that the charge tor the use of land 
cannot cxcimmI thw differential element. Further since under private owner- 
sfiip the differential value will commonly Ik* trmisferred to the proprietor 
from the Uf«»r, it# absorption by the atate ie represented as leaving the uaer 
unaffec'ted. In other words, the user is represeiitetl as bearing no “ burden 
as he would if calle<l upon to pay a tax. Bo far as the hirer of the land is 
concerned this view- is largely, hut not ne<x*ssarily, cHjrrtx’t. 

In some parts of India the state has definit<*]y surrendered its claim to be 
regnrdtHl as the “ ow’iier of the land. In other parts it still so describes 
itself. In so far as rent implies niercdy the hire price paid to the owner it 
would folltnv that in the former cn>K> the laud revenue is a tax and not a 
ix*nt. But the qut*stion of ownership does not atf<x*t the issue whether the* 
rhurge is a form of surplus. In the latter sense land revenue may be called 
?* rent in both cases. Hut it will also be evident that in this sense the surplus 
or rent nature of the payment is independent of the question of oirnership 
and may Wlong to a tax. 

In my opinion the land revenue should in all cases fn^ defined as a tax, 
while at the same tinm it is a tax. the incidence of which is generally, but 
not necessarily, upon differential value, 

97 . — ^The first part of this question may conveniently be considered under 
three heads : — 

(a) is the land tax conceivably a burden upon the cultivator in view of 
the fact that it is largely, and according to a section of opinion 
entirely, incident upon the surplus value of laud.^ 

1 have already submitted a note to the Committee in which I have argu^* 
that the land tax is not neoeasarily levied upon surplus value alone. It will 
be evident that unless all land is accurately valued^ not only in ihe U|^t at 



95 


crops actuiillj grown, bat rolativo to tho oultivaiion of tho crops tJiot ongbi 
*to lie grown by a rea^ioiiably ofiictoiit c«lti%"ator, that il will bo tmpossiblo to 
«ay aceoratoly w*hat the aurplua value of differotii lands will be. Moreover, 
this surpiiiH is not a permanent and stable fact, but is adected by varying 
ronditiofis such ns cbaiigi?« in tlu> relati«‘e detnand for different crops, changes 
in the distribution of the rainfalU and so forth. The real amount of the taa 
is also largely affected, ahen it is levietl tn ca^ih. by the prevailing level of 
prices. Thus, in view of the many changing factors in the situation, it is 
♦piite p<*?tHibl»v that the land tax, Hitbotjgh at the time of asat>sainent levii^l 
on the surplus value, may exceeti the true economic rent Wfore any revision 
of assessment is uiutertaken. 

But. in nrttia) fact, there is very considerable difTieuHy in ajM'ertaiuiug the 
amount of surplus value even in the coiirse of seitlement proceeilings ho that 
cast^ may arise where the asMX!*Hfneiit in thc^ first instinue exci^^ds this anioutit. 
My conclusion, therefore, in regard to the theori*ticaI and practieal possthility 
of All aiisesHiueni in excels of the true «>roiioiuie surplus is that the poHsihiliiy 
exists. This eonclusion. however, is largely of thi^oretical interest only. The 
practical issue raiseil in the question i » — 

<7>> is th<* land tax a tonsiderahle portion of the groan income of the 
eiiltivator and is it It*vie<l in a manner likely to he iiitoitvenieni 
to him? 

It is a matter of rominon know ltHlge that the hind tax now levied in the 
permanently-settled areas rc^presenta a v€'ry sinull part of the gross prcKlttea 
of the land. In these areaH it is not the land tax, hut the landlord's rent that 
has to be examitUHl, and since iho machinery for aanctssing and modifying 
rents is largely the same as that for asM^ssing and varying land revenue in 
the raiyatw*ari areas, the tw^o prohleniK are largely the Hiune. 

Both in the deter mi nation of fair rents in the peniiiinently-^HidUed areaa 
and in the fixation of land revenue in the raiyatw'ari areaM, the fundiimental 
principle of aswwsment is not the levying of a certain projiortion of tho gross 
produce or of a proportion of the net profit, hut a hroml calculation as to 
what the cultivator can pay. I do not aitem|)t to give* HtatiMtif*H relative to 
the proportion which tlu^ land revenue Invars to the iiniiiial prmiurx' or the 
selling value of hi no. since tin* f%>mniiti<t» w ill have that from the various 
HeviMiiu. Departnieiits. I believe it is common kiumledgf* that this pro|>or% 
tioii is very low as compared with that charge<[ in former iitrim. It is aIim), 
I think, beyond dispute tliat tJie land revenue chaw not repreHcmi a charge 
which should prove any burden to the c^ultivator, provided that other econotiiic 
conditions w'^jre witisfactory. It fnnj* 1 k> pointod out that in (joverninerit 
reports dc^altng with land re\enue it ih the practicx^ to slate cxinclusionH an 
to the proportion of revenue to land value or to gross )>r<idu(x* in tht* form 
nf averages for large areas. This sufRces to prme that there is no large 
over-assessment, provided the data are correct, hut it does not prove that 
^considerable over-assessment dotwi not exist, while it is concealcKl in the general 
average. I mention this, not as throwing doubt on the irwifi of the general 
leniency of the aHMeHsment, hut as indicating that miicIi statistics cannoi by 
thenls<^^v<^ he accepted as proof. J a<*cept the proposition that at the pnwiii 
time the land revenue is not a large frM^tion of the gross income of the culti- 
vator, and that recent economic changes have tended v«<*ry considerably to 
redace that proportion. 

It has v*ery freciiiently been alleged that, although the land reventio is 
moderate in amount, its mode of collection is rigid, and that this largely 
rets any benefit which might accrue from the incKleration. 

It is the central feature of Itidtan agriculture in many paris of the country 
'that it is liable to such variation in the rainfall and other conditions upon 
which the results of cultivation depend that the occupation ‘of fartning is 
attended by a large meaHiire of ec^oiiomic risk. A cultivator may make large 
fronts for one year in five, small profits for three yemm In five, and a loss 
ht the other year. Provided that the cultivator averages his profits all wdll 
im welt In practice, the majority of enltivators do so only to g moderate 
'Oatent and they transfer the risk, at a high cost, to the mofio/dfi. llte land 
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r 0 V 0 nti«» in » chiirjge on the produc-e of the land and the general rule i» 
that it la deiiiaridefi with reanlarity and pnnctimlitv, This^ ineiaatkity i# 
otteii re|>r<'«eiiite<i ii> n protiiineiit caiiae of itidehietineH^. fn a »^nae the 
charge la true^ hut more correi*tly it ia n htulrroa prof rr on. For if the eulti* 
yator nwe not already in the habit of tranaferring hi» riaks* to the mahtiaH, 
if he were not already indebted, he would hare the rcs^erve which would enable 
hitti to meet the rei’enue deinaiid punctually. An ihiiig«» are, it i» an addi- 
tional fon^e which drivt^t^ the cultt%^ator to the lender. 

TI.*h tiu* w hether a i««»re elaHii<' system of colltM tiou 16 

not |>ofa»tble. Various alternative pro|imals have iH'en made — 

(<) that instead ol a fixe<l rate |Mi*r acre there should hv a |Kmentage 
of the cu!tivator*iik prohl. 

There are two very Marions ohjtH tioiis to this propoisal. Administratis tdy the 
attempt to determine individual luH profit in the caae of thousands of culti- 
vators in any diAlriet wouht !»♦* tin possible. It winitd Im» mM’C^ary to ignore 
individual etrcumj^tancee and to adopt some more or less aiitoniAiic index, 
^iieh a^ the i«stiitiat« d <uittnrn of priin ipat crops. 

The sMKrond objeirtion in that it would make the standard of life the deter- 
mining factor of th*.* resenne instcMid of tin* revenue the deteriiiitittig t actor 
of the ataiidard of lifV^ — 

^H)*thiit instead <if a fiwsl rate per acre there should !h* a rate varying 
with the realised outturn. 

Thi^ would he a change to the old land revenue practice of taking n share of 
the* actual crop, save that in phi<t» til n hx4»<l share a graduat«*d share might 
ho taken. To ti limited extent this principle is already in iont* in t^onnec- 
tion with the practice of revenue remissions and suspensions. I untlerstand. 
llow‘in*er, that such sitspensions are not tiititie an tom at if ‘ally in most caM^s, hut 
ari> only iiitnHluctnl in evct»|»tional)y tiiiliivoiirahie MUisons. AImi tJiey are 
affplitHl, not in(ii\ iduully, Init to arenas of consiiierahle sizi* as the unit. I am 
not Hiire that the system of siis|K*nsioiis could not Ih« made of greater utility 
than id now the case. 

The third as|>c< t ot tlie (piestioii under dis<"Ussion may Ik* summarised a^ 
follows : 

(c) tiiai no redtn titMi of the land revenue would reimoe it Irom tha 
category of ‘’ hurdeivs'^ upon the cultivator, and that from the 
stniulpoint of the general welfare it is not advisahie that it 
xhoutd he fixtHi very low. 

It in evident that where there is a strong teiidency to iKirrow up to the 
Itttiii of available credit and to subdivide land up to the point at which a 
holding will ju»t supfiort the ticiUpier and his dependents a rtHiuction of 
land iwveiuie is likely to Ih» tunompanitxl hy an increase of horreming or a 
further nubdiv inion of luildingn. When thi* cultivator just tnanagei^ to suhnint 
on bin net earnings and any surfiltis i^ nhmvrtMHi either hy the landlord or the 
nmhftfun^ the ri^ponsihility for the pay?uent of land revenue must be a burden 
however arnult the rev enue may be. 

A low land reveinie, or, in aamindari arean, a low range of renta. may 
thus chiefly result in promoting sulwlivision of land and jioor cultivation. 
To take aii the chief princi|»1e of assea^iiient *' a.s iniich as the CH^cupying rniyat 
can affortl ** irj. »e<dion It5 of Bengal Temiucy Act! is in reality no principle 
at all. And in fact a comparison lietween the ajssesaments of different dif^- 
tricta will show' that there is tui iitiiforni principle appliinl. In aoiiie areas 
rental are low, hut there is no corresponding greater prosperity of the raiyata. 
In other di|frict^i a hard-working and proft*i>eroii.6 iK^ahantry coincides with a 
relatively high level of asseswonenta. Under section of the Bengal Tenaiujy 
Act* it in not uncommon for a judge to take into account in deteriuining a auit 
for enhancement the sise of the ctiUivator^ family. This may be bumane in 
the particular instance, hut it is bad in it«i general reaiilt^^. 

It will be evident that no ttateuieni regarding the severity or feniency of 
an aaaeaanieni can be niade unless the unit area of the bolding is deffned^ 
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Relative to tlie prevailims: methiKl of cuhivatiott end the cropn grown iHerO 
will f)e in reapert of given of land a ('ortaiii area whirli nivm the 

maxiuiuiti firtidwctivity. A larger area will require a different method ol 
cttltirntion or will imply a waKU* of labour. A smaller area will oertaiiilj^ 
imply the latter and ali»oi»t certainly an inadequate aitpply of caiiital. It 
ahould be the main priiiet|)ie of aaseasmeiit to ketqi lioldingn aa far at poattble aV 
the tnaxiinuiit productive «kiae. To nnliu't* land revenue to the level of t)u« f^apa» 
city to pay in tli€» of oCHnipant^ of ttiu^onoiuie holiling» is to connive at 
the inuitt|i(ieution of a larger population at a low level of snlM«iNielu^^ 

Q, — The tendem^y of land revenue aditiittiairation in tvniiportirily*ii<*tilod 
art^as has b<^n t4>w‘urds increajiing the duration of the MHileinent, hx jn^runv 
nently-aettUHi area.N the mine principle ha» been applitnl in fixing the renta 
of iKX'tipiinry raiyutN. The obpx't of thii* tnethcKl in to give the cultivator lull 
inductniieiit ti» iinpro\e his hohitng and to avoid the exhaustion of the i&ojI ns 
well as to rinliire tin* evil of the expeiiM* and general upheaval cause<i by 
ftett lenient revision. 

Admitting the advantages of a loiig-|M^ri<xl oettlenieiit^ it haa iKwni actxqitvd 
that important pru ** i luinges iiniy iiiHict st'rioiis iniiirv upon the one party 
or the other to the land contract. Meiice» within the term of a aottlemetit, 
facilttiif«i are given tor iikkIi tying the rent or the land revenue on acx'oUnt of 
priix* changes. Hut >*u<.h tntMiiht ation is attended with coiisiderahh* ex|H*inMS 
aiul Clin only Im* efftx ted at cotisidemble intervals of time. It wtnild Ih* a 
very great advance in the direi tioit of €H|uit4ihle deiermi nation of cakh renta 
it the rent hxe<l at a ?M*tth*nM*nt were made variabit* year by yi*ar in aoon*- 
anci* with a Ntidiiig M'aic* ot itiuitipiiers haMnl on price cliuiiges. This scal!> 
shtnild l>e baMsl on an index ol general ^♦rlces and not upon an index ot 
|irifx»s relating to the crop grown only. For the ohpH't of the scale a'ouhl be* 
to adjust for clninge'^ in the general purchasing power of money and not 
merely for variation between goixi and bad stnisoiis. 


Taxation in ralaUon to TaxaUa Capacity. 

Under this* bead T would offer a few broad geoeralMationfi for the conatder- 
aiion of the Comm it let*. 

1. The inrestigatioiis intn the atiionitf of the national income and its dis- 
trihation Iw’twtMUi different « I}isM> of tin? coinniunity, while not without value 
In relation to the iirobleiit of taxation cannot be acixi^pted aa final either in 
relation to taxafdt* rapacity or to the desirability of increased itixatton. Htili 
l€*j4s are internatioiud cominiriMnis regarding the proportion of taxation to 
average incoim* U> Ih» taken as m guide. 

2. There are two fe«turi*s of Indian econornif: life of h|Hicia{ iniportatice 
relative to taxable capacity : the extremely low priNlmdive efficiency of a 
very large proportion of the pi*ople, and the great preferent^e for leisure ove^ 
labour. There i* a large potential increase to the amount of wealth DtfHliic 
iioii to be made available through the improved phyivical and menial aet^elop* 
tnent of the |K*opfe, In my opttiion advance in Ukiwc* dirf^'lionx can only lio 
made through a large ex|»eiiditure of pnbiir fiuidfi and any Kitch improventetif 
will add largely to taxable capacity. Moreen*^, very large necitonii of the 
people work only ho hard an they need to provide a low standard of conauni|>. 
taon, but the addition of a moderate further tax hiirdeii will r«A»ult, not in a 
towered conauiiiption, but in a larger prorluctiori. For thewe reaMona I think 
that op|>ortnnity for productive expenditure rather than apparent taxahlr 
capacity should be the measure of taxation. 

3. In a country auch aa India it U largely true that very great aecitona of 
the people will Ii%^e at the loweat atandam of life at which they are allowed 
to live. An ioiprovemetit in that standard will only come b^ iticreaattig the 
demands upon the people. To exempt the loweat economic sections from 
taxation will not improve the ec^ononiie position of the people wiUiifi tbem. 
For thin tvason 1 hold that there is complete |itstifiaitioii lor the ^evJ of a 



98 


tax mch tun the »Alt tax or a poll tax, wKIdi falls in the first instance upon 
the poormt sections of the |H»opie. In the past the hroad tendency of ecx>nomir 
life ill India has been to absorb increasing national wealth in a large surplus 
enjoyed by comparatively few in unproductive expenditure and in the provi* 
sion of a greatly increased population at a very low standard of life. The 
problem of the future is to divert the surplus into productive uses and to im« 
prove the quality rather than the quantity of the }>opujation. 


* Note on certain ealimatet of Income in India* 

( 7 ) The luck of reliable economic statutirs. 

Tt is a ronimonjilaoc, frequently iiiKiKted upon, that one of the chief diffi- 
culties in the v%ay of reaching reltahle conclu.Hions regarding the et'onotnic 
condition of the peo|il€> of India is the want of satisfactorj' Htutistical data. 
While admitting fully the difficulties in the way of colIe<7ing such data it is 
impossible to absolve (»ov€*rnin©nt, both in its central and lo<‘al branches, from 
the charge of underestimating the importance of making a more determined 
effort to overcome thest? difficulties. At certain critical junctures the sc^rious 
handicap to legislation and administration arising froiu this def<*ct has Ik^cii 
emphasised by important official bodice and suggestions have been made for 
its reinovnb at least in some degree. Such .suggestions, ho\vi*\ er. have ri'ceived 
but little ri^spoiiM^ from ihosi* in eharg«» of the perinanetii depart iiients <*on 
ceriHwl and little has therMore h<s»ii dtuie. Thus when, as the result of faiivine, 
Governinefit inaugurated in H71 a new Department of Agriculture, Uevenue. 
and Ctoiniuerce lor the puriiose of helping the e<onomic dt«velo(>iii«uit of the 
rouiiiry, and more esjMM’ially the agricultural development , it was to have a** 
one ot its chief functions the colk^tion of agricultural statistics as a lunessari 
aid to its work. But, with the exception of the North-West Provinces nc 
corresponding departmeiitH were c reateil in the provinces and the new depart- 
ture came to nothing in fare of official inertia. In 1881 the Agrirnltural 
Dcpnrtirieiit was again galvanised into life as the result of the report of the 
Famine Coininissioti of that year. It was agrwHl that hitherto ** agriculture 
ha» chiefly Ihhui considertHl hy the Governinent rather in its relation to the 
land revenue, which forms the inninstay of Indian finance, than from the 
point of view of the food supply of the people.” As the result of the recom- 
inendations of the Famine Commissions. I)epartments of .\gricuHure were 
started in the course of the next few* years in all the nrovinces'. Among the 
sfiecified functions of the new departments was the colhH^tion of ngriculturai 
and fiscal stAtisti<*s. The Famine Commission was fully alive to the import- 
anc«> of an offirient intelligiuicc department in relation to the econoiuic condw 
tion of the people. It advised that in every village the ImkIv of villags 
acH^ouiitant^ should lie put on a sound footing us responsible offic-ers. WTierc^ 
as in Bengal, these accountants had ceased to exist, they were to be revived. 
Over the village aiTcmintants there was to l»e a stafl of active officers to superin* 
taiid their w^ork. In every district there was to l»e a spi^cial officer w'hose 
main work was to be to take charge of all matters connwted with the economic 
condition and well-lHung of the people. In particular he was to superxdse 
fne collection of staitslics of crops, prices, cultivated areas, and vital occur- 
rentes and to keep himself inform^ of the causes affecting the economic 
condition of the different sections of the people. This recommendation waoi 
in essence, disrogardeil. Agricultural and vital statistics have been collected^ 
but they are admittedly so inaccurate that they are of doubtful value. No 
agency has 7>een set up for the proper supor\*ision of their collection or few 
«ffective collation and publication. This example is largely charaeteristic 
of wrhat has occurrwl in respect of other branches of statistics. It may, per- 
haps» be recalled that when on a recent occaiuon the demand for economy IcmI 
%o the reduction iu the staff of the Director of Statistics and of their work 
the principal basis on which the decision was reached as to what statistica 
kbould be dispensed with was the opinion of leading business men as to the 



practical Qaaftilnett to them of the •iaitstaca} poblicatioua. It would bo diW* 
eaii to aeloct a more ineffective iod^ment relative to any ataiktica not direetJly 
«»«d in the day to day operationa of ooinineire. 

It U important to inaist that for the purpoae of atatiatical enquiry private 
Wncy alone ia often qui^ inadequate. Although much help can be obtained 
voluntary aourcea, it ia eaaential ^at public funda and in many caaea 
public Houreea of information and public authority Kbould be invoked. But 
the primary and fundamentaJ neceaaiiy ia tJie creation of an organisation of 
a specialhM^ and permanent character in every province for the <x>llectio» 
and formulation of atatiatical information. To such an orgatitaation the 
atatiatica! work of other departments should be tranaferred and officera who 
are now rtH|uired, without any evidence of their aptitude, intereat, or leiaure. 
to deal in M<ciionH with the collection and presentation of statistical material 
should be relieved of this part of their present duties. 


(S) JKxtimateji of Indian incomes $nainty of two 

The published intimates of the income of the Indian i»eoplc may be classi- 
fied under two heads : — 

(а) Attempts at a valuation of the produce (usually ilu* agricultural 

prt>duce only) of the country producetl in tiu* covirm» of a given 
year or for a ** normal year« The total value ia commonly 
express^Hl ns an average for the whole popuintjon and fxo attempt 
is tiiade to ascertain the distribution of the annual product. 

(б) Intensive studies of sample or representative villages, or indivK 

diisilH. Typical examples are the enquiries Niiperviseil by Major 
Jack and l>r. Mann and the family budgets coIUh'UhI by the 
Channkya Society of Patna College or the lioinbay Lalmur Office. 


(S) Critical notes on certain of suck estimates. 

A. — Valuations of total Fuotiuca. 

(t) Estimife hy Mr. Jhuiabhai Naoroji^ JS70. — Mr. Naoroji was the author 
of one of the earliest i»stiinates of Indian national income. His ineihoil of 
calculation was extremely simple. Having staled that “ the whole tinMiuce 
of India is from its land ” he temk its tlie foutidatioii of hin esittitaU* tha 
amount of the land revenue, then £21,(X)0,000. He tluni made the aiuiump- 
tion that the Cfovernment twik at least one eighth of the gross produce of 
the land and hence lT<i8,000,(X)0 represenUxl the value of that pri^uee. He 
addcHi the gross opium and salt revenue and the revenue from forests on the 
gfouiid, presiiinahly. that tht^se revenues tH|iial the gross values of opium, 
salt, and foreet produce. The total so obtained was accepted as the viiltie of 
the rair jtroilna of the soil. It amounted to i; 18 * 2 ,rKKhO<tO which w'as then 
raised to cover the value of alienated lands, eonl, and anything else 
Taking the population of British India as 150,0(Xl,(KXi the rtsoiliing income 
per head was Ks, 27 approximately. But Mr. Naoroji raiMHl the total income 
to £i^,(XX),000 in order to include the value of manufacturee, intoxicating 
Liquors, and any omiHsions. The result w^as an estimate of the gross prodiio» 
tion of British India as lU. 40 per hea<l. 

The worth lessin^ss of this eHtimate is apparent. The method adopted of 
reaching a total tor the gross agricultural produce is clearly without juati- 
ficatioii. The proportion which the value of the crop l>earfi to the land reve- 
nue varies within wide limits according to the nature of the crop, the charac* 
ter of the settlement, and so forth, and there is no reason to suppose that 
the resultant of ail these variations is one-eighth. Moreover, in large parts 
of India, such as nearly the whole of Bengal and one third of Madras, where 
the Permanent Settlement is in force, the land revenue boars no similar 
relation to the value of the produce ss in other parts of the country. Im- 
portant soorcee of income are entirely omitted from the caleulation, siicl^ 
ms the produce of fishery, and the estimated value of £1<X),000,UOO for manu- 
factures and omissions is little Imtter than a blind guess. 
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(ii) Mr. yaorofi'a nrcond Xftoroji’*^ M^roud of 

ti^tfoiiAl tttcomo wm bajiiod on a different tnethmi. At that time Parliament 
reqfttred an annual ret>ort from each Local Government refjcarding the pro« 
fCnfyi of the (>eople. A Statif^tical Cmimiittee in Calcutta drew up a ac^hedule 
of inforriialion that Hhoiild be included in Huch reports and among the inform^ 
. attcm. a^ketl for ira« a utatement of cultivated area, the yield per acre, and 
the pricti of the various crop^k. The local go^erntiieiits varied very much in 
the degree of compleietie^ with which they f^iipplietl the information asked 
for. Only two provinceH, the C'entral Provinct^s and Htiriim, made complete 
returns. Bengal and Bottibay appear to have tiiade none at all. On the 
basis of this very acanty information^ Mr. Kaorojt did his beat to compile an 
*9Sttiimte of national income. In triosi [provinces he had given the cultivated 
area, although in some cases even this was not state^l, in the ease of 

Bengal. No compli^U* iiiforJiiation wf»#» given tf» the art^a under the diff«*r- 
eni kinds of crops mi that Mr. .Naoroji sirnplificHl the problem by nssuniing 
that all the land wivn sown with one or two jirincipal vrops of that particular 
provifure. An average yicltl was tlu>n taken from the returns, or where, as 
often the caiM*. no i it format ifin was proviiled as to yield. Mr. Naoroji 
made his own guess, 'rhe average yield, limit ipiied by the area cultivated, 
multiplied by the prevailing price, was then taken as giving the value of the 
total iigriciiltiiral produce. 

A few yf the Htafistical pitfalls standing in the way of a succcasful cal- 
i'Ulation on this haais may he noticed. 

Ill) T/ic piodtn fivr art a. — Mr. Xaoroji includes only the land returned 
ns tinder (cultivation and in soino casc»s this had to he estimated; for example, 
the area in llengal w'hh obtained by assuming that the same arim |K*r heacl 
wah cultivated as tn the North-West Provinct^, a very improbable a^nsumption. 
Apart from tliiH uo allowance was made for double crojiping or for tVie area 
nvailabie for x^^t'^tng, or lor the produce of fruit trees, or of fort^sis, 

(ft) Thr yirhi per *if is obvious that the yield per acre varies w idely 

ncc/ording as the land is irrigated or dry, fertile or pcwir. No statis- 
tics w’cro available showiiig the division of the land into these various clasMss. 
Hence u single average ligui-e had to he guensed at. It is clc-ar that in 
ado|iting average yields everything depends on the accuracy w'ith which the 
average reflcH'ts the proportion of the land that is dry or wi^t, gocKl or laid, 
Tlii’re is here a very larger margin for error. But the greatest error c'onimittecl 
in this case was the omission of all the more valuable crojis, such as siigar- 
enne, jute, garden t'rop.s and so forth. 

(r) Thr vahmtion of the prodore . — For the purpose of valuation prices 
ruling in local luarket^s during the tw*o years and w'ere taken. 

It was a deftnit<i belief on the part of Mr, Xaoroji that the prcMluce must be 
valued near to the source of supply. In other words he distinctly refused to 
admit that carriage could add to the value of a commodity. Ho adopted the 
same view wdth regard to M?rvit*es. Mr. Xaoroji argued that when a culti- 
vator employed a dxx'tor the source from which he paid him was the rice or 
the wheat grown on his land. This w'lvs cnicuhned in the estimate of land 
produw. Thus to count it also in the form of the doiaor's lee would, moord- 
ing to Mr. Naoroji. he to count the* same thing twico. It s<« evident that on 
this view^ the railways of a country, to say nothing of its profcmional men, 
add nothing to the real income of the people. The erroiUHm.s nature of such 
a belief is aft pa rent. 

The gross produce from tim land arrived at was l:277.(100,(X)() from which 
was detlucted (> per cent for see<I, leaving There remained 

eertain other items of i income for which Mr. Naoroji made allowance. The 
value of aalii opium, coal, and the profits of commerce w^er© put at £17,000,000. 
The aiitfiial value of inaiiufaoiure was strafed at £15,0tX),(K)0. The value of 
meat, milk, and hsh were put at £15,00(1,000. Adding these various items a 
liQiaj is reached of £3(17 ,(t0t), 000 to w"hieli a further sum of £30,000,000 waa 
igidad*for contingencies, giving £34O,00t),OC>tl or Rs, 40 |>er head for the peofile 
of British India '/or a good jicamw. 
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It in s»caree)j necesstary to oriticij^ ifotii t^ititiai^ tit detail. The data were 
whony inade^qiuate for the {>ur|>t>s*\ Not even the cultivated area wm ktioam. 
The yield wa^* taken from estiuiates for tuimn areun that irefe treated m 
ty|>i{iil of the whole. The value ot tht* yiidd %rns hiiMHl ou" the 
tion that only cotninon f«¥Ki t ro|*s were jfrown. The itroundH for ilte raluation 
ot dairy vircKiuce. fi>h. the prtKlucts of iiului^lry ami the |»rolitm of tH>mnieiTe 
were of the fliiuHie^t, Grave int‘oni*i>teucy wan jihown iti adiiiiititiit cummer* 
cial profit as a form of income ivhik‘ rejtx'ting tlie .servic'es of trauaport. 

iiii) o/ The fiivt official estimate 

of aitricithurHl produce was nuule hv order of the Fatutne CoiumiHstiin of 
1S78. This was revts«Ml as the rt^sull ot an eiuiuirv on sttuilar lines larried 
out under Sir David Barbour in IdSl. The data for the enquiry were— 

<oV estimates of the IVuwl-crop area, 

(f*) estimates of the outturn of fiRwi-crops, 

{ri estimates of the lum-hxKl-crop area, 

<d> estimau*s ot the outturn of nf>n-ltMHl -crops, 

l^antities oi pro<iut^^ having laHm calculate^i they were valued at Rs. 5<t per 
tvin tor food'Crop.N atei ai Hs. .|4‘ per ton tor nrm-t«uHl-ert»ps. This totii} value 
V as iJm idisl hy the toiai pnpvUattoit uiot th«' aurieultural po{Mtlation only) 
Hs. IH' I per head. This fi|£ur«» is s^iinetiines f|itoted as* an official 
estimate of the annual ituome ot the (nxipie of llrtttMh India at that time. It 
is, ot course, n<»thiu>j: even attproucitum it. It is not even a i‘<iinplete state- 
inent of the value of ajjtriculturiii producx> per head, for it omitted the produco 
of animals, such as milk, * 4 hi, hides, meat ; iiWo the prodiiee ot and jungle 

products generally. Moreover, the data from whif’h the valuation wii<!i niada 
were of a kind that inspired very little confidence. Neither the areas undor 
fiRKraiul Mou-iood-cro|is were very int^unitely know'll in many proviines. Still 
less was the distribution of the land as bidwwn the more and the less vnlt:^ 
able crops. 

Taking the gross \jdm* of agricultural iirt>duce so far as i^niiinenited, 
which came ten Its. crores, us the product of the tri o per cent of ilie popu- 
lation dirix'tly eniplovt»d in agriculture and iissuini ng the intome of tlie re- 
mainder ot the potoiiatioii to he at the name level per head, the iiieome of the 
peo|de of Hritish Imlia at that time wuulif have hiXMi Us. 525 croro# or Hs, 27 
per head ot population. 

In the Famine CVimmission of that yt^ar (‘aused a revision to be mado 
cf the results of the 187s csttuiMies. This revision was couhiuMi to a frt^o 
calcMihition. on the same lines, of the output of agricultural produce. It niarlf: 
no new valuation of the iirotivire, but accepted the «amo valuation a« that of 
1878. On tliisi basis the gross value of the year's agricultural prcMluce workwl 
out at Its. 20*3 per head of the pojoilntion. 

In ItfOl Lord (’iirzoii, u^ing the calctihition of poinUHi out that taking 

the inc^oiiie of the nou-agricultural (mpulation as cKiual. tN*r head, to that of 
the agriewitiiral, the result would Ih» an avt^fage income of Us. .'k> ia*r head 
instead of lls. 27 as calculaUMl in 1881. 

Ill 1914, as the result of enciuiries in tht^ Imperial lA^islatire C/Otincil, a 
fresh investigation into the value of agricultural protluce was undertaken 
I>y the Department of Statistics. This erirpiiry was purKued on a double 
basis. On the one hand, the meth^id used in H7H and 1898 was adopUid^ 
and the reviM?d figure's ol>tuiiied for the output of the year 1911. Thin output 
was vahuid at an increased rate owing to the intervening rise of prices. By 
this metho<l the value of agricultural produce iw^r head of agricultural popu- 
lation was given as Rs. 49- 0. 

Kecognising the imperfc»etion of the old basts of inreiitigation, a separate 
enctuiry was at the same time carried out on a different basis. The chief 
differences of method were as follows : — 

(o) the value of each crop was workcii out separately instead of by 
means of an average value based on the pricea for a lew eropa 
only.. Thus allowance wa« made for the cr<i|^ of higlm vajtie^d , 
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<^) the prfxluce wo# valued according to wholeftalo market prices for 
the year 1911 as far as poesible^ instead of local retail prices, on 
the ground that a-holesale prices are more accurate indices of 
ralite, 

(r) a number of commodities, omitted from the earlier enquiries, such 
as straw, fodder-crops« milk^ wool, hide.s and skins, silk, and 
forest produce were includ<«d. 

The statistics of cultivated area were taken from the agricultural returns 
of 1910»n. The estimated yield in the case of rice iiml wh€*at was that used 
for the crop forecast of 191ivn. In the cbm? of other principal focnl-gralns 
the yield was based on crop-cutting exf>eniri€mt.s in 1910-11. For various 
other products the values were obtained frfiin various source's, such as the 
Pricf«» Knquiry UetKirt, the Return of Pricers and Wages, or were estimated 
on the basis of c'crtain published price statisti<rs, all of wdiich did not relate 
to the new* year of tln! tuiquiry. 

The total valuta of agricultural produce thus ohiaiiied was 12,^5.04 lakhs 
of rupcH'^s, or Ra. 72*7 [mt head of the populntioii of British India directly 
dependent on ngricultiire. 

Ill constdf^ring tlm Kignihcaiice of this result certain qualifications must 
be eitiphasiMeil. 

(a) '(Thc^ estimate is for a single year. It must he ufttired that the area 
sown w'ith crops varies very considerahly from year to year 
according to the nature of the rainfall. Thus in 1917-18, a year 
of high rainfall, the area sow'n wdth crops was 2d8 million acres. 
In 1918-19 it fell to 227 million acres or a differences of 15 per cent. 
The %'ariations in crop yield are even greater. Thus the outturn 
of the seven principal food-grains in 1917-18 was 62*2 million 
tons, w'hile in 1918-19 it fell to 42' 4 million tons or a variation 
n€»arly one-third relative to the former year. The year 1918-19 
was in many w'nys exceptional. An tiniavourahle monscKui was 
accompaniecl by the Htwere iiifluonsa epidemic which caused grt^at 
loss of life and seriously disorganised the work of cultivation. 
But the fact that agricultural prcxhiet* varies within w'ide limtie 
from one year to another shows that to lake the statistics of a 
single year is liable to give a falser conclusion unless we are sure 
that the year chosen represents a fair average. 

(h) The wtiiiiate is an understatement. In stating the produce per 
head of the ngriciilturfil population at Rs. 72*7 the enquiry of 
1914 took no account of certain sounxw* of production which in 
the aggregate are of considerable importanc'e. Thus, in estimating 
the value of fortvst prmlucts only, foreat under Government con- 
trol w*a» taken into account and even for this the valuation of 
the prcnlucts was oortainly an under-statement. No one familiar 
with village life in Indio will lie ignorant of the very considerable 
help w'hich the villagers get from patches of w'ockI and jungle and 
gravss in the neighlHiurhood. Part of this value is embodied in 
value of the crops or the hides <ff animals, and must not be 
counted twice. But this, even when allowaiu’e is made for the 
value of milk, does not exhaust the income earned by aiiimala 
w^hich largely get their living free. The people themselvee 
largely add to their food supplies from the produce of the jungle. 
Among the aboriginal imputation this is especially true. In the 
Census of 1921 the population returned as belonging to the Tribal 
Religions, formerly classed w Animists, was nearly 10 millions, 
'But large luimhers of aboriginals are classified as Hindus*^ These 
people subsist in a far less degree on the produce of ordinary food- 
grains and the wild antmahi and jungle products upon which th^ 
largely sulwiist are not included in the estimates that are here 
considered. 

Another important omissten is the produce of fishing. It is true that 

eiMinify rdated to agricaHural produce and from this standpoint the o m i s - 
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tioti becames serious. According to Jack tlio familiaa in comfort in Fartdpur 
apond onfHftixtccntb of the aum whicb tbey expend upon rico in buying Aab 
and eren the faniiliea in extreme indigence «|>eud about one twenty •eerenth* 
Of course, the people of XUutt Bengal are exieptioiiaily well off in reepect of 
the supply oi But there must be large numbers of the agricultural popu« 

lation who are able to banebt considerably from tbeir own labour spent in 
bahing in the sea, the rtreri and the tanka and petty atreama. 

Finally, a moat important factor in income is that of bouae-building mate- 
rials. Ill an Indian village nearly the a-hole of these are obtained free from 
what may Ih> broadly included as the produce of the land. In an Engliab 
village a/niiiily will commonly spend as much aa ten per cent of the family 
income on house accoiiimodation. In India Uiis fonit of ituHnite is obtained al> 
most entirely from the labour of the family, but it is not included in estimates 
of the vahu* of agricultural produce, 

ir> TIu' estiinate is largely dcfieiKleitt on the accuracy of the hgurea for 
crop outturn. A consideration of the re|.»orta of ai^itlemeiit 
o(>€^ratioti> in dilTerent parts of the country will hIiow the large 
iiiargiii of error that enters into this calculation. The siatementa 
of fultivators will, naturally, nearly always place the £gur<m for 
outturn Uhi low. It is cotninoiily lielievocl that the cwrection of 
these by means of croiMonttiiig experiments is far from reliable. 
It is perljMii.s not stating the position tiKi harshly to say that the 
<iucstiv)M of outturn ikhkIs to Ik> tuade the suhpxn of %tiiost ciir<^ 
till independent einniiry la^fore eontitlein'e can Im‘ plioxnl on the 
estiiuntes ot ugriciiltural priKluce. 
iif ) o/ ,1 j/r if *Wf i/m7 |ovx7»/<rr /or thr Prenirit ncy, 

In the Madras Y'ear Hook for is eontiiiinHl an estimate of agricultural 

ineotne lor the Madras Hrosidency reuehcHl by Ur. CiillH^rt Klater on the basis 
of figures lor agm ultural out}>ui rehitive to the year 'fhe stitnmiiry 

of these valufw is ns follows: — 

Its. 


CVrcals and pubes 

. . 

. l,73.fW.20.0H0 

Sugar . , . . . 


9;K),80AKH) 

Condi men ts and spitxv) 


;w,r>8, 40.2110 

Fruitii find vegetables 


20,l»2.44,10t» 

Minor food-crops 


<i7,38,K(f0 

Drugs and narcotics 


1L:I7,22,9H0 

Fibres (chiefly cotton) 


10.1*2,«7.(X)0 

Oil -seeds 


20,20.89,700 

Dyes 


62,1«,7CXJ 

Mis<?ellaneous non-food-crops . 


70,88,500 

Live-stock .... 


27,60,18,9(X) 


Toru. 

. 3,09,66,53,700 


The population of the Madras Presidency in 1921 was 42,794,155 of whom 
71 per cent were employed in agriculture. Tl|is givew an agrifmliural popu- 
lation of 50,fJB3,S50. This popiiTation dividcnl into the value of the agricul- 
tural produce gives Its. 102 (nearly) per head. 

With regard to the data for this calculation, it is said that the area under 
the diderent crops is extremely accurate, Alnumt as great accurtuy is 
claimed for the prices at which the crops have valued except in a few 

instances, the magnitude of which is not sufRcient greatly to aneet the re- 
sult, With re^urd to estimated outturn, it is admitted that although great 
pains were ti^en to get an accurate estimate for the average yield per acre 
there was necessarily some doubt as to the result. One figure was admit- 
ted to be extremely speculative, namely, the value of milk, which came out so 
low that it would take three cows to produce one anna worm ui milk fier 
day. 
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* tn prohlern.** rtf |>rfKliice valuation one of the to ho ovefTomo u 

that rtf douhio c-rtutiiifuj. It would obviously bo an iijHtniico of mufii error if 
tho food oHtort by »n atitiiial wero included and the auiinni itKelf were 
Hoptirately v'tihu^d in the vam where the animal wan Mutely for the |>rofluc* 
tion rtf fmKh If the value of the fodder is taken, then the value of the animal 
mu>4 bo exel tided. If the value of the animal i« included, that of ita fodder 
iiuist be rtiiiitte<!. In this cfaiie the value of the animalH wm ascertained 
a separate vatuaiioii ol the milk, wool, hides, skinn, c attltvdun^ itHed aa fuel^ 
the value of the eurease when dead, and the earritn^H troin f^artinti; other than 
rtf agrietiliural produce. The value of certain ai^ricultural producia con* 
Htimed by the nninuita was couMKiueiitly rtiiiitte<K The most inipottanl ex- 
ctiidcMl items were straw, cotton seeil, horse j;craiii, and manure. 

Other itcMiis omitted, not hecauf»€^ of d<iuble roiintiiiit, but on uccount of 
the difficulty of valuation, were the iiij»redient>. for tuakint;; tmidy, the milk 
of sheep and itoais, and poultry. 

ft will be seen that, uiilikt^ the official e!itimaU\s already referred to, no 
vnliie is itifluded for forest priMiurts, presumably fiecauM* such prmiuets are 
not strictly agricniliural in charact€*r. For the sanie reaHoii preKiiinabl3*. and 
following the offirial estimates, no alloa'ance is made for the vtilue of fish. 

Cerlnin comments may tmw be Hugge.^it*d relative to llu^ foregoing esti- 
rnat4*s. 

* d) Thr inf ihitd o/ rtihmtion , * 

It will ween that in the official estimate of 1914 and in the Madras esti- 
mate for 1919-20 ihe^ agrieulitiral produce was for the moat part valued at 
market prices. Information iw not given to show whether average market 
pricefi for the year or market pricew prevailing at harvest time were taken. But 
in either case the use of market prifHfs gives rise to wome difficulty. A large part 
of agricultural produw is not marketed but is consumed in the village of its 
priHluction and. firohahly, by the producer and his family. The real ^aliie 
of this part of the priKliue is exaggerated by the \»se of market prices lor these 
not only include* the eost <if transport services but, jn some cases at least, the 
Crtwt of market charges. Even in tin* caso of that part of the prcMluce which 
ih rnarketoti, it i« only t»roper to use market prices when the agricultnriwt hiiii- 
s*>|f {irovides the moans ol transport. For it an independent transport agency 
is employed, the labour and capital are iion-agriciiltiiral. At the same time 
to value the prodiU'e entirely at village prices in the place of priMinctioii 
w'oiild wtu'iously under-vnlu<» the crop.s which the agriculturist hiin.self conveys 
to market. The real value of a roumuwlity is its cost at the |daf*«» and time of 
ltd CHmstunpiion or if allowance lie made for national boundaries, when it 
leaves the country. Hut tliat |>art of the value of iirmiiK-v due to others than 
the cultiviitorw will not proiiorly lx* included as agricultural income, but ad 
coinmercial or industrial iiu'ome. It is thus inH'es.sary to rtMognise that the 
valuation of pra<hice must at each atage l>e relative to the pro<hictive func- 
tions that hove devoted to it. In other words it is iiupowsible to value 

l>rodu<*e w'ithout regard it) the persons who obtain the inconu^s from the 
various stages of its prmliiction. 

Not only tfii tht? place of valuation important, hut also the time. Between 
harvest and ctinsumjition the •value of a crop may eonxiderably appreciateL 
This w'il! I)e so even where the crop i.s .storcHi in the village for village coiiKiiiti|v 
tion for allowance has to l»e made for the ct>st of storage and for loss by 
wiisiage. 

The official eHtiiiiate did not keep wholly clear of the error of double 
counting in 1914. The valuation of* farm animals v^r^^nts certain difficolites 
that have already been noticed. When farm produc'e is valued at neighliour* 
itig maykft^ic^ it miiat be /taken to include the value of the animal labour 
in trandportihg it to market. Similarly, tbeae pricea wilt include the labour 
of plou^ catUe and of cattle used to draw water for irrigation or to work 
mm m^hiiiery as is used by the cultivator to prepare bis ‘produce for market. 
When the value of the milk is added, nearly the whole value of cattle to the 
cultivator will have been aecoouted for. It is doubtful how far the hides. 
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- oli the auinmb b«» inr!iiil04 hjs agricuituriil inooi»i<^. To 

tome <?xtent their iuchi^ioii in corroet %inee, men wlior® the cultiTfttor %\nm 
not mil ihmif he prohebly gete ehoAp bather goods from the or murM 

ill r»»turn tor the privilege of reiiioviiig and ii»itig the dfNiid anima!. It i« 
evtde^it that to include in additioii to the itema of value mentioiied^ the value 
of gristing and of fotlder iTops i?* to count *»e|Mirately a value that ia atiroady 
taken into uccoutii jn the value of animat or atitinal products. It 

is true, however, that in one respect tlie value of tinimab i» utideratated its 
all the t^timatea that have been considered. For, in addition to the forma 
of antiual luliour refer nnl to, agriculturists add soinething to their income 
from the pi»vics.suiii of atiiniaiK by traii-sport st^rvice^ not c'ounected with the 
transport of agricultural pro<luce or the iK^rforinam-e of farm labour. 

iii) TAr rulut of prinhici' in to raroiar. 

Althou^ii it is» expressly staie<l in the iictHnnits of the official CHtintatea 
that the reU'ivme is \o the value of all agricultural pioduce, uud not to the 
income of tire agrit iiltural tmpulution. yet llie fonv of this ciualtftcniion in 
very largely nuUititHl hy the expression of the result ns a value per head, 
Abo there is the hypotheiicnl stateinent of what income VH*r htmd would l»e 
if the income the non-ngricultura! papulation were assuiniHl to he etpuil to 
that of the agricultural. It is itti|M>rtant to ein|iiire. therefore, how* tar, it at 
all, the estimates of agi i<nilt urn! prcHlm^c enable us to guess at the average 
income per Itead tif the whole popula^lmi. 

The first <itiestion that iinist Iw coiisidere<l is <<i) what is the* itgriculttiral 
po[iulattoii t 

ft will Ih* borne in mind that the estimates of agrituiltural priwlucH^ refer to 
British India only. They should l»e related, therefore, to the population of 
Jlritish India. 

The total of workers and dependents in agriculture in British India, 
chiding fishing and hunting, was in IhUI. Hut tlicse are V4*ry fa" 

Iroiii all lieing prodmdivc agriculturist. The Census explains that the rale* 
gory of agriculture includoM — 

o) the re<‘ipient^ of rent from agricultural land, 
cii) ordinary cultivators, 

(Hi) agents, managers of estates, clerks, rent collectors, etc. 

(ir) farm servants, 

<r) field lahourors, 

(ri) growers of special products (tea, rubber, etc.), 
i rii) market gardonerii. 

As tlie CViisus remarks, “ the term igricultural iHcupatioif is use<l in a Home* 
what loose and extended manner The OnsUH enurneralion divided the 
total agricultural pofMilation hetwe^m these classes as folhivvs : — 


(Tas*». Numl»cr. 

t 7,7«<],2o9 

ii 13«lJ7<hni6 

iii 526,8fJ4 

jv o.(»4a.3a8 

V . 25,^24,304 

vt 1,:U2,77H 

vii 610,299 


From the point of view of the subjec^t which we are here difieusaiiig, the im^ 
portant issue is whether the |ierjwms thus eiiiirnerated erijoy lietween them 
what may be called the primary income from agricultural produce or w*hether 
these numbers are swollen by others enumerated el^where in the Otisus 
classification, and whether these agricultural clasps add materially to their 
income from non-agricultural sources. 

It may be confidently stated that the primary value of agricultural pro- 
duce is shared between a larger number of persons than thofne etiutneraied 
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•bove. Th4> point that may be not toed %» that aicriculture in India ie 
dfiutic^ at a very hiiek rate of inUsrmt, Much of the work of hnaitcing i» 
fimie by peraom iudocM amoitg the agrieoltural population, and while the 
difttributioH of the agricultural produce ia thiiH affecte<l, it ia not diverted to 
thiM extent from the agrtcuilural impulation. Nearly all those iuciuded aa 
rent re«?civor« will also Iw in aome form or other iiii>itey.1eiid«*rs. Many of 
the more welhtodo cultivators will perform the sniiie l*u fiction. Hut the 
Census gives 1,922,9115 fM^rsotis as the workers and de|H»ndents engaged as 
groc'efH and the selling of oil, salt, and other eondiinenU. 1.215,H79 i>eraons 
arc ei)uinerate<l under the head of grain and dealers/ Home of these 

are the sliop-ket^pers and the dealers of the towns, but the great inajonty are 
the village baniai. They also are in almost all cases money-lenders, lliese 
hgiires raise a question of some iitiportaiici*. Is the money paid by the 
agriculturist to the inoiiey-Uuider ns iiiter€«!*t on advances to lx* treated as a 
suhtraction from his net iricoiner' Mr. Naoroji argued that to count the 
payment made by the cultivator to the village dcxdor ns a separate income 
earned by the diM-ior a*n» to count the same thing twice, sinco there was only 
one sourcx) for the in<*omes of the cultivator and the doctor, namely, the 
prmiuce of the land. This was fHpiivalent to saying that the diM tor*s lee was 
a deduction to be made before calculating the net income of the cultivator. 

Mr. Naoroji aows very clearly mistaken, hut the case of the intertwt charged 
by the money-lender is not so simply It woul<l he inK}ii<*st joneil that the 
value of seed, for ixampie, should be* deducted from the gross agricultural 
produce ill order to arrive at the n€‘t income from cultivation. It \r»«f value 
of the hchkI is advanced to the ciihivator hy a capitalist and interest on the 
advaiuro is charged as remuneration for “ waiting ”, it is correct to deduert the 
interest Indore arriving at the net income of the cultivator. The capitalist 
must he treated as a juiriner in agriculture and to this «»vtem must U* in- 
elude<l under the head of the agricultural population. On the other hand, 
where the cultivator borrows iti order to ohtuin an independent Kaii^tactiou 
and not an instrument of production, for example, in order to marry hi^ 
dauglit€«r, tlu' interovst on the loan represents part of the culii\ aior’s net in- 
come and for this purpiMe the money-lender is outside the <ati»gorv of the 
agricultural population. 

The CeiisuH contains another Htib-hend of the population which is 
tiireNf|t]e)y ilescrilnMi iis eiiiitiiernting “ beggars. Migrants, witches and 
wiifuirds *\ There are no Jess than 2,018,605 of the.se in llritish India and 
for c.H'oiu>mic purposes a large proportion of them should lx* adiled as de|>en- 
deiiis ” upon agrieuliiire. There remains a very I'onsiderabie number of per- 
sons who, iiltbough not included among the agricultural popuialion, enjoy a. 
not inconsiderable share of the value of its iiriiiiary |>rodu<‘e. The systcua of 
joint family property results iu many of thosi* enumerated under the head of 
industry, trade, iiml the professions receiving shares in the produce of the 
family lands. In any uitempt to reach an estimate of the net income |»er 
head going to thoae engaged in agriculture, a very considerable allowance for 
vaftio riHjeiveti by the (lersons retaining an interest in the land, but hndtng 
their main income in .some other exTupation, must lx made. 

Finally, the Census includes (i .523,805 persoiKs classed o.^ ” lal>ourer.s and 
workmon othorwiae unspecified It is certain that a proportion of these arw 
at lea,st part-time agricultural labourers participating in the int'Otue from 
agriculture. 

It is thus evident that relative to the problem of the distrilnitioii of the 
primary proiluce of agriculture, the numbers to be included must be increased 
by Sf>veral millioiiH over those iticludetl as the agricultural population in 
the Census, 

The next question that iiiust be raised in relating the produce of agri- 
culture to the income of the agriculturists is (b) to what extent is the income 
of the agncuHural population swollen by receipts from uon-agrkulturat 
sources f 

The arswer to this question is that the addition to be made on thm 
aeoonnt is large and consists of forms of income, some of which are well 
reougntsed, while others are frequently overlooked. 



ReMoiis h*Te Already been given for snppoaiiig Uiai tbe agrirultnrial 
Ipoamaea iiii{>oriaiit subsidiary soiiroes of income apart from engagement in 
oth%r occupations. The incnime trom fishing must in the total be vflued at 
several crores of rupees. The value of forest produce to the country popu« 
latior IS far in excess of that coiiitiitmly ificliide<l, particularly when timher for 
house buitdiiig amt thatching luaterials are itu hidod. 

Apart from the additional produce of waters, forests, and graaing lands, 
which ire inadoc|uately ai'Ct>unte<l for in the t^timiiies that have l>ecn 
consider^!, there i# a large source ot income from suhsidiary employment 
in the \iliages. Home of this employment is dir%H'tly rtn'tiinpeiiscKl in tadl 
or kind. Jn other caM»s it is not dire<'tly nununerate^L It i» well known, 
for exami that weaving is largely combiucM;i with land cultivation, and that 
111 ninny iitNtanri*H those w'lio add to their income trom non\ iiig are eiutinenittHl 
as agnciiiuirists. In tlie aggregate also a considerable amount of employ- 
iiieiit is obuiiiusl 111 the rendering of orcasionul scrviivs b* the tcealUiior 
village rt*si«.«»tits or to those* touring through the \illages. It is im(i4irtant 
to b€»ar in mind that when a M'n i«'«' is reiuleriMl tor whuh no dirwt payment 
is made, but on imhsoiiu of which aotne advantage is reapCKl, such as tlia 
leceipt of (HH-asinrinl gratuities or th© holding of land on favourable leri«<, 
there is created a separate and additional ** product’^ and a corresponding 
real adduiun to iixoitie Most important is that real income, tor whnh there 
Is no money (V)tintorpnrt in the shape of a payim«iil, obtaiin^l^ Ironi tiKl 
preparation of materials bir iis 4 * The labour f>f padily husking, of dour 
making, <if oil pressing and Hiittdar employments, in so far an perfornunl 
dirceily by the agnculturiHts for theiiiselveK and not >»y a speidalist non- 
agrit tiitnnil class, all represent uihlitional forms ol income over ami nbov© 
^Ihat ac<*ounUHl tor in the agnciilturnl produce ns valued in its raw* slut© 
in the market. 

To thcvie sulisicliAry forms of income earneti in the villages must be added 
the income earned by the agricultural population outside th© villagisi. 
When a man or a woman leaves th© village in order to take up Ituiiporary 
employment in a non-tigricultural cMHUipation, leaving l>ehin<l his or her 
dependents, the actual worker will Im% eniimeratecl as noii-iigrtcultural. 
Hut a portion of his earningH will ho remitted for the support of his de- 
pendents and he himself may return to consume a pari of IiIh earnings 
in the village. Such earnings do not, of coarse, form part of the income 
of agricultural activities, hut they add mnsiderahly to the wealth divisible 
betvreen the people eniimerat^H] as agricultural. 

The conclusion must lie. therefore, that while on the one hand some pari ot 
the value ot the primary agricultural pro<luce is drainefl away for cotisuinp- 
tion by persons not inc’luded among the agricultural |M>piilation, on the other 
!iaii<l there is aa iinportaiit flow of non-agricidtural income to the villaget 
ior the support of the agriculturists and their dependents. 

Both in the official estimates of agricultural prmluee and in that of 
Dr. Gilbert Slater certain hypothetical statements are made relativo to ^'in- 
come per head of the total population from all sources. Briefly this assump* 
tion is that “ the income of the country is divided between the two ciassee 
(Agricultural and iion-agricultural) in proportion to their numbers That 
IS, if the agricultural produce, valued either in the villagea or the neigh lioiir- 
ing markets, he taken for example nt Us. 72*7 per hea<l (the estimate ott the 
basis of outturn and pric^ in 1011), the same figure may be broadly accepterl 
for the whole |>o|>ulation as the average income per head. This assumption 
may be briefly discussed. 


<e) The income of the non-agricuXtural population and the average income 
per head of the whole population. 

Before entering U|^ the oonsidm«tion of these two questions, s warning 
may be expressed sgsinst s eonclusion restdied by Mr. Findlay Shirrss In his 
MsgsMKrsndfini of 1917. He there states, in pretenting the resulU of the 
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tliquiry into the value of agricMlturml {irodui^e — It will be neon that 
ralue of agricultural prcKltice in British India has in<*rease<I considerahlv in 
recent yearn and tlluntraies in some degree the iinfH>rtnnt truth that Inifinn 
wealth has im*reant*<i and ia continuing to increase at a far greater rate th an 
population". ** The income siM^illed ealcnilitted on the lines adopt€Hl Vv Sir 
David Jlarlxiur was Rs. 27 in Rs. ») in 1901. and Us. 5*) in 1911* On 

the rtn-^istHl iwribcwl Us. 73 was the ^iM^alled itn^oiiie it» 1911/’ 

** these n^uita are of value as showing the rii^e in the Taliie of 

hidia's agricultural production." 

The* rneaiitng of these Htatements is. on the fact* of them, siimewhat andd- 
guous. If the term "value ’ is usistl m syimnymous adth “price" the con- 
Hiision is obvious hut v'aliieless. That this is not Mr. Shirras* meaning: 
appears from his stateitu^nt that India’s wealth is increAsing at a far greater 
rate than poptihiiion. Such a htatemerii won Id he ridiculous if only money 
pric€*s and not real income were iiieont. But Mr. Shirras i!iak<*s no nllouance 
lor changes in the ptircliaaing power of money, and for this reason his tntv.- 
purisofi is without jtistifi<-*atioii. I do not iji'se!l suggest the af*pii^‘?ttiort or 
this (correcting factor to the luoney e»titnates||^ca(iHe, in my opinion, the esti- 
mates are cHsentially incomparable hy of the changes of incthod ir. 

their (collectifin. One (pialihcation ol th|||P|iticisin may la* made. Sir David 
Barhiiur inuclt* his estimate as a rottglr Tumeation of “ the inciderjcc ot i a Na- 
tion." Since the r(*iil value of tiiotiey will roughly vary in the s:nne 

proportiotf as general prices, a comparison of iucidenee d<M‘s not recjoire a 
cowe<dioTi tor j>ric»^ cliange. 

The ftmt general proposition to lie laid down regarding ii cmnjmrison bet- 
ween the money iucunie of the agricultural and non-agricultural of 

the people is that, propio ly speaking, they are incomparable. This is the force 
of flu* statement, tre^juently made in Hiiglaitd Iwd'ore the war, that nn agn- 
ciiUtirnl labourer on lo». a week was “ better oil ” than a town lahonrer on 
30'!. The first point to hear in mind is that, .is alread.\ noticetl, murii (d 
the real itnaime of the agrii tiltunil population lias no money (oiinterpar". 
He seldom pays housi* rent ; he |»ays no miller for milling his flour or l>aker 
for baking hjs breatl : if be is ill be buy-, no medic ine, but um‘s ibe herlis whit h 
he hndM in the fields <»r- the* vvoocls, I'ukon in their aggregate these items oi 
unpnrchofUHl wealth n'present a considerable friiction e! bis actual nioney 
iitcofne. It has been said with murb truth that “ it is not upon the culti- 
VAtioii of grain that the p€»n.sn?jt depends for his profit or even for his coin- 
fortahlc nuiintcrutnce ". A .seroiid mid v€»ry important jioint is that the agri- 
(ultiiral population is largely fr<H' from the fu*ef\Hsity tor much expenditure 
that i.s oliligatury in the towns. He is compelled to t»ay lor no sanitary er- 
vi(‘e or very little ; he pays little for the upkeep of roads ; he is under no 
compulaion to part with a not iiicoiisiderable portion of his money wages to 
the sirdar. I'ur ther.e reasons the real income of the agricultural population 
is much more than is a|>|»arent from the money value that he receives. The 
force of thesis considerations is vt'ry much stronger when n comparison is made 
brtw^een the iucome of the Indian agricult urftit and the English. If an Indian 
peasant rec<dvt*d Its. 72 per aninini for hiinseU and each memlH*r of his 
infiiily, say, a group of 5 persons, or Rs. 3C0 in all as the nioiK*y return for 
his agricultural piaxluc**' he ajipears to have a gross money income of, say. 
jC* 24 a year at the prict's of 1911. An English agricultural labourer at the 
same time would have rt*ceived under favourable circumsta rices perhaps £40 
a year. But the additional items of real income enjoyed by the Indian 
would Almost certainly be much greater, while, if interest on lapital borrow eil 
is onutted. he would have a considerably narrower range of iitHipssary ex- 
penses. It is, of course, understood that the poorer class of Indian |>easant 
w'ould not. in fact. rt*ceive a money income equal to the average raitie per 
head of the'total agricultural pnKlmx>, Yet the comiiariMni suggests that the 
dirtfertuice betiveiui the two h lees than is often supposed. 

Although the real income of the agricultural population is considerably 
larger relative to that of the non-agricultural than would be suggested by a 
mere statement of the money income received per head by the meinWi's of 
the two groups, partly because of the forius of income obtained without the 



of ntott^ hr the former. Anti pnrilv liecati^ they are free from VMr!0\r*^ 
»e>essary expetumi incitleiii to town litV, 5 *ef, in my opiniotu there can He iu> 
douSt that the ificoim* of the nou-aierieultiirwl vrrinip is \vry tsni»iderAhl\ 
head, thiin thtii of the a^riculttiral. The r<nis 4 niH for this view ore 
(<i> i\ nart of the i^rochue of ojrri-nhoiv »'« ineomo to the noii-n^rieultiira^ 
grovijK 

The effect of this tranitfer will, of t-onrsic. he to rtniiuv «!^omewhiit the iii- 
coiue ot the rtgriciiltonil group nnd will not oftiH t the im ome fn^ufa, rti liy t he 
uoit-agrt MilinnstH. 

iSt iion> of the non-agriiniltural group lotjtnin tin* ahh^st incml>ers ot 
the romin inity ; tlu" ineinlK*r> of the nio»^t highl\ paid c allings ; and are ai^tsisted 
V>y a nviuh hirger eapital per head than is employed hv tin* agric ullnr ai 
group. 

Ill making these:* statements it is not overlooked that n ciiiiKtdcrahle part 
of the noii^agrioultni al pc^pulatioii live in villages and consist ot sinal! artisans^ 
village servants, petty tradei>.. and so torth. It Inn* already Iwnni staled that 
the valnation ni agrn tiltural prewimt* at wholesale pri<'<t*s sornewhat e\aggeniU*,s 
the value of timt produce which goes to the agriculturists. 'I'lus element in 
the value* w ill really renuucerutc the petty traders and those eiigag«H| in traufe.' 
port to some extent, so that some part of n<»ti-agri(*ultural income Incs altxncdy 
been counted. Ajiart irom this it ts almost certainly corrt*ci to say 
that the income of the inm-agriciiltural population living in fiHtiges is 
on the average less than that of the agricultural group. This comdusion 
IS strengthened when arcocmt is taken <n the tact that the* valu** of 
tin* agric ultural pr*>duc<* giv»*n in the «‘'<t.imales that have la»en luentomed is 
gro«»s \ j»hn». Kor part ol the dctlt'rcn.re In tween the grons and the net \iihn* 
i> couepnsed in the interest on capital employed in agriculture which, as h;i- 
ht*^*u nH‘nt)oin*d. is partly supplied hv the* non-agric ull uial population of lie* 
villages. Thus here also a part ot tin* non-agrii iiltiiral im emn* has already 
l»een accouiitecl f<*r. 'rice tom lusion that tin* non-agricnlt ura! income on the 
average exceiHl,> ticat already allowed !<»r in the gros.s agricultural produce 
must therefore dc,*pend on the larger earnings i»i tin* ncm-vtllagi* popnhition. 

The non-village pot»ulation of British India is c'otntnonly defincMl as that 
Jiving in towns with u population ot o.cMiri and over. In Iftgl this juundatioti 
W'as as follows:—* 

Towns with — 

riPMlOO CKJ |l>0/)C>) 

j>ers<»ns ner'-*ai** pCTs^-fi- I ers ns and »\c*! 

i.iini.sir, 2,hsH.n.V4 7jri0.o7s 

This gives a total of persons. The ngricMilturni popuialion wax 

182.41 1,<>8(1 persons. 7'hus the non-agric uliural population ol the villages 
may lie statcal at personh. 

The .‘40 millions of persons, w ork«*rs and defnoidefits, w ho roiistitute the town 
population of British India comprise prac tically the whole of the labourers in 
ittrge-<scnle induHtries, the clerks, managers and shareholders, the NUcTc^Hful 
lawyens, teachers, and administrators^ and the mtumgers and enijdoyees an 
w-ell as many of the proprietors of the larger shopis. When the ittcoriio of 
intern* different classes is ailow*e<i for, it setnus impossible to suppose that any 
defect of income found among the JUI iiiillion tton-agricultural populntion of 
the villages is not very much more than bahiiic^sci by the excewss of income? over 
the average enjoyitd by the ilO million town dwellers. 

This conclusion wdll, of course, be rejected by thcwie who maintnifi that 
national income should not include the income ohtaine<l by the performance 
of services which do not directly result in the production of material com- 
mdditiea. Bach a doctrine is maintained by the authors of a recent work ** The 
Wealth and Taxable Capacity of India I would only suggest that this view 
would seem to lead to the logical conclusion, either that incomes from sendees 



110 


mother than ihooe performed in the production of material commoditiee da 
.not oxiat or that they hare already been aceonnied for in the incomes derir^ 
from direct material production. ,The further conclusion follows. If they do 
not exist they cannot lie taxed. If they are really included in the income 
otherwise accounted for, their equivalent must be d^uctod from incomes pro- 
perly so-called l^fore reaching the taxable capacity of incomes. If a person 
indulged freely in attendance at cinema performances, be might easily on this 
view convince the taxing authorities that he had no income above what was 
spent on the hare necessaries of life. 


Professor Hamilton gave oral evidence as follow j : - 

The President. O. — In your definition of tax. would you include compul- 
sory payments for which a specrihe return is given? 

4. ---Yes, 

p,— How do you apply that to our enquiry? We are instructed to con- 
sider the redistribution of taxation within its ))reseni liniilH. Would you 
include in eHtiriiating tlum* limits the whole of the charges for which a specific 
return is given? 

A . — For practical purposes, no. That would mean that you would have 
to investigate High Court fees and things of that sort. It scH^ms to me that 
it ought to within the Hf*ope of this (VmirnitUH^ to consider what part, if 
any, of the revenue of the post office* or railways is in the nature of taxation. 

(f > — May we take the caM* of a State railway, that is practically a State 
“tnoiiopolyP 

4. — It i». of course, to some extent. But it is running in competition 
with other railways w^hich are not State railways. 

p. — What is the taxation there? 

A . — I would define the tax element there ns the surplus over the normal 
Hiupply price of the service rendered. Suppose you us© your railway as a 
means of getting money into the general coffers of the State. Bomething over 
and above what is net'cssary to render that service, may be rightly regarded 
.as a tax. 

Dr, Paranjpye, Q , — Is the on® per cent, that the Government takes a 
ttax? 

4.— Yes. 

Q , — You told us before that it was unsound that the Govemnient should 
take it. 

4. — That was in answ'or to the question whether it was a good or a bad 
tax. For purposes of definition, it is a tax. What I said before was that 
it was not a sound policy for the State to make use of a service like the rail- 
way service as a means for securing revenue. It is not a good instrument of 
taxation. 

The Prenuitni, Q , — My question on that ixvasion w*as, ** The one per cent 
which the Assembly has recently voted was based on the belief that the ordin- 
ary return of a sound railway in England is one per cent more than the 
i return for Government paper. Therefore the Assemblv considers that they 
are entitled to receive out of their railway enterprise the same return as the 
investor gets in England. They think that when the railway yields a profit 
they are entitled to one per cent.*’ You replied, Quite an unsound argu- 
ment, 1 think/’ 

4. — ^That is again a different point. It is not a question of defiaitioii, 
"That was a question whether tlie Assembly was right in thinking that the 
Tveittm should be one per cent more than the return on Government paper. 
Why should they assume that the general funds of the country should benefit 
by a service from the railway? You can put it in this way: that the Btate 
lirwway can borrow more cheaply than a private undertaking and therefore it# 
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Wt of produclioii would be Ioma thiiii whoi it woiiM be in tbe of o pri%*ato 
undertaking, and therefore* the diiference between the coat to the State and 
th«* fmt to a imrate enter|>rtsie Should be treated m aurplua available for 
gei«eral reveititeH. But 1 do not tbink that there ih any juatifiration for that* 
The real point of the iirguuietit in tniaaed : the groittid for arguing that tbO' 
railauv or any other public servii'e should in geiierni not be made a ineana 
of taKaiton b that the *sen*ic«« itstdf ia valuable and idiouki he encouraged and 
should be u.sed up to the fullest extont, unless there are some sjm'ial reaaona 
to the contrary. That is the general assumption* You do not want to reatrict 
the use of an obviously valuable and desirable iacility like the railway aervica 
by raising the charges above ahat is luwesaary. If y«m do wi and get hack 
somethii g which is in the natun^ of tax, then it M’eins to me you arc* taxing 
a particular kind of service which is very valuable and pn>ductive, instead ol 
putting y»»ur ta.\ on the reatistni wealth of the cainniiiiiity. It is a tax on |>ro* 
duciion to some extent. 

Q , — What do you mean by cast of production 

*4 , — I think you otight to take the normal cast of production ft* (hf 
into conaideration, 

Q . — Not what it wotihl vtysi the private enterprise* r' 

.4. — No; Y«>u liave MO means of usi’ertiMiiing what that is. Stippiising 
through the State cntcrpi im* there was a iiioiiopoly whit'h may Ik^ more ecfino* 
niicai as a methtMl of imHiurtion than that of a series of rival firms. It mhuus 
to me it would Ik* <|ui(e iinsouiid t4> take as the standard of (he hu*#s for your 
cost what these rival firms would have to spend, instead of taking the true 
cost of your i!iore cflicicrit luui hiiicry. 

V. It should Im* a fair business |>rofit. 

*4, — It is a broad iiuliciUion of the fact that it would in practu'e, in the 
long run, cover and no more than cover €*x}>€Uisos of priHlinrtion. Expenses, 
of course, vary from year to year. You should also nmko allowance for the 
repiueing of the machinery and wear and tear, and ko on, and it ia generally 
the nssuinption that under competition year in ami ^ear out, the actual 
bu&incvss profits do cover these various expenses. This la what i» meant. It 
ig not meant that you should take a hiisinegg profit which may be different 
froin the State profit. 

Q , — Your business cost of prfKliu?tion includeg the idement of profit; your 
State cost of production doi*s notJ^ 

j 4. — It is only a difference in worda. One has got to annlyHi» the profitn. 
The word “ profits ” has »o many different meanings in ♦fiffereni conruKrtiong. 
Supposing you have a private shop, w'her«* the man owiih |uirt of the capital 
of the shop and d<Hts not charge any salary for himself us managing direertor. 
That would give a very large surplus over his outgoings which he would per- 
haps treat as profits. All that would, in one seitse, he profits. 

Sir Percy Thompson, the case of a private enterprise, he ivanta 

a reward for it; but in the case of a State enterpriM\ the State is entitled 
to compensation for the risks, 

A.— Noniial experience shows that if not this year, at least next year or 
the year after next or the year after next, you will have? your profit. 

S b — You have a province hero which starts an irrigation work, “A,^^ 
oea not know what it is going to coat. And it finds that the particular 
enterprise does not pay its way. Tliere is another irrigation enterprisey 
** B/’ in some other part that fulfils all expectations and does pay. You take 
a risk and you can realise profits. Are you not entitled to take cotisiderable 
profits from enterprise ** B.” You take a certain risk and if you loee, ^rou 
lose. Supposing your work is successful, are you not entitled to take a profit? 
A. — When you say ** entitled,” you mean ” ck^sirable ”? 

<?.~Yes. 

A. — ^No; 1 think not. This is the difference. Leaving out altMetber any 
private advantage, what, from a social point of view, is the jusliioatioii for 
private profit in that particular connection? People are going to take Ute 
rfVy and they are going to get that service. The State can decide **it is 
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wim for n% to irngnto the country: wo know we lire not i>erfect1y right in 
antictfinttrig restoilt^. If we tuake a lose here, we go out. If we cau make a 
big profit there, it is* a justifiable undertaking.^* Of eourse, if you take irri- 
gation, there figaiii there nuiy be full justification for taking a part of the 
surplfis. There I think your object is to sell the utility to the romsnnnity aa 
cheap nfi you can. 

Thr Prf^Mulrnt. Q . — But in not there another of it*' In moat of 

thcHC cases, you are selling -service not to the eominuriity at large but to a 
section of the coinriiunity P 
-4 . — 

Q . — And in that case, the wdiole conitininity mjIIh to the section. 

the community is already getting back what it advances, if you 
look at it from a purely business point of view, in the interest which is being 
charged as part of the cost of prcKliiction. 

May 1 put it in this wayK You have a certniri amount of credit 
available. You can stake that erredit in a varic*ty of different enterprises and 
one of those enterprises gets a prcdVrence. Tlie whole community benefits by 
that cuiterprise. Should not they pay for thati" 

4.— -It seems to me that that is tvssuiiiiiig that there is only one possible 
direction in w'hich you could make an investiiient. 

Q. — No; I am assurriitig that there is a great vnnety. 

.4, — Thtti if there is a great variety and you distribute your capital Fwj- 
tween different objects so as to give the same marginal rate of interest on 
earh, then you can sav that the whole community is benefitcHl. Though 
particular MHriions are benefited by certain enterprises, in so far as the whole 
of the enterprises arc concerned, the whole community w*ill benefit. 

Q , — There is a very limited amount of credit. 

4,'— A country of any iin|iortance has not unlimited credit. But it has 
an immense amount of creilit. It depends upon the rate which you arc* going 
to pay for it, Alnuist any country cun borrow', say. at 15 per cent. But 
very few cfiuutries can borrow' at 4 iM*r cent. Ordinarily many countries 
borrow at fl or 7 per cent, So it is not justifiable that you should only 
hnance one V43ry limited kind of utility. 

(b — Assuriittig that it is impossible to b<*uefit every particular section of 
your ('onimuiiity <H|ital]y by an improvement; if you irrigate the land, the 
s4f3<*tioit whi<-h, at any rate, dircnHly benefits is « limited section. But still 
you might iMpially w'cll say this : Bupposing the surplus profit from your irri- 
gation is u.s<h 1 for romis.sion of some particular form of taxation or one or two 
forms, you iheii benefit one or two sections. Again it will 1 m* very difficult to 
say timt in this w*orld you can spread your remissions so extraordinarily 
widely as to benotit everybrnly cHiually. 

Sir Percy Thuinpuon. Q, — May T put it jdightly differently? Take an 
irrigation scheme. Your beneficiarteH are .selected persons. Then, does not 
the Btate act as trustiH? to the general taxpayer and ought it not to charge 
a monopoly price? • 

.4. — Assuming, of course, that you are not pressing the idea of monopoly 
pric’c to its ultimate conclusion. That is, not with the idea of getting the 
maximum net result. 

In the case of irrigation, one man can get much more benefit from it if he 
is cultivating garden crof>s. That is, it is the ability of differentiating the 
charge for your wat^r according to the different crops. But apart from tbat^ 
the broad abstract question of the justiheation must be answered by balancti^ 
two advantages. 1 think we regard that a surplus u justifiable if the^ is 
special demand. You may represent any kind of ^dtiional benefit or utility 
as a sur|)1us; On the other hand, while yon have productive possihilittes^ it 
is not wise to try and restrict the full use of those possibilities. Therefore, 
you entirely accept the principle that no charge ought to be made for any 
^rvice which would restrict its productive use unnecessarily. Agreeing on 
that principle, then any surplus which is realisable in economic figures is 
a legitimate fund upon which to levy a special demands 



— Takt' for ins^tnnee, case of raitways a'hicU o%’eryhody can use. 
Tint wotiici there be ittstiHeil jn charif;iii«^ the hare vmU On the other hand, 
if voii ^lect your heiielici«rieH, you should not charije the hare cost but 
should take a !»hare of any surplus you create and apply it for the benoht of the 
whole f people, 

A . — Yoxi can put it in this way. Sup[K)sinit you are trritsaitng land* 
As*iuiiu- that alt the land is uniformly cultivatetl and the value of irriftnttou 
is eipial to OFerylMKl.v. rndouhteilly for the inotnent whtm you intrfKltn*e irri 
fratiori» this particulfir section is itettinj; a benefit as afKainsi the people i 
tin? utiirri^afed tract. If you rharjce a rate up to the |>oiut at which the 
'»iip|»fy of the water is roughly «M|iiitt Ui the demand [irii'c* i»f the wati^r, 

the differenre tends to disap|H>ar. The particular sec'tion must have a rea 
benefit in order t4> indium them to take water, fhit the competition with 
rejjard to the two areas probably meatiH that this area i^ets no Inmefit at all. 
Bo it prcHluces more and if the water rate is charge<l at a price at wdiirh the 
supply price is iH|iial to the demand value, then it is the* whole community 
w'bieli j::ets the benefit. Tlien I would avoid the idea of monopoly profit. 1 
4)uite a^tree that w*Iiert*ver you have a siirplu.s, then it is a justihabie subjeci 
of taxation. 

Th*' Vfrsitlt hl. (,i. — Similarly, is not the Biate entitiwl to take, in addi* 
tiou to the charge for the iiiten‘st on the money invested, something for tho 
natural advantaKc which exists? If you have land which Is so sittintcHi in 
respect of the water level that it will ijrow wet crops without irrteatjon at 
all, you take a share in the pr<Mlm-<»; and if you have another pitv'c of land 
which you could irrigate, are you not also entiiletl to take a share of the 
fTvrphiR ? 

.1. — Those nattirnl advantages oiiuht to Im> lumped together. ()rdinarily 
when you talk of .surplus you agrtn* that sur|dus or rent may urine nol only 
fnuii what are calle<l original and indestructible powers of tlie soil hut from 
««ttuatioha} advantajjes too. 

— VnU*s.s you do this, <lon't you arrive at a ivdurfio tui ahsunlum, that 
the area that has the least situatiorinl advantiif^e pays the hi(;tier rate. 

.4. — Bui I think we have jjot to keep cjiiite clearly distinct two tliiucs. 
One is the supply of services and the other is the surplus imome which 
could he oblainetl by particular individuals. There is no reason to suppoM* 
that the supply of s<»rvice lus'essarily coiustit utes a HiirfdiiN or jjives siirpluK 
in usiiii^. If you tnk«* the charms which you are justified in levying: on the 
land, there the wdiole basis and the justific'fition of it is that the land in a 
factor in prtKluction which has important differentia) values and forfs»H upon 
the pos.sessor an unearned or siirplur* income. 

Q . — Woulil you not apply that to fnciliti€*s for irriRation? 

.1. — That i.s just the point that I was diM Where there is a surplus, 

1 eiitir€?ly agree that it is right to tax it. But when you come hack to the 
supply of iitiHties on a basis of a possible monopoly, you may fix your profit 
at a mtuiofiol.v rate. For instnof^?, in some tow ns you hove eletdric lights and 
other forms of (‘onveniem-e and you might carry the principle of cH|uality to 
such an extent as to r*ompensate tho(so wdio use keroseiu? lights l>y resluciiig 
their other taxes. That is a defensible argument in th€sory jierhapa. 

Q , — May w’o apply this to the water rates which is a very practical caaeP 
You my you are entitled to take a Mharo of the surplus* What share? 

A. — There you get intij a dangerous subject which incltidea a number of 
other cxuisideratioiiH. First of all you have to come hack, I suppose^ to the 
fundamental question whether the demands of the Btate are to be limited by 
the requirements of the State* I have heard some fieople arguing that it ii 
one of the objects of the tax system to com|>ensate for inequalftieii of diatribu* 
tiott of wealth hut that is rather regarded as an advanced isK^ialistsc doc;tntie ; 
and ordinarily the object is to get in the heat way iKMaible only such an 
amount of w^ealtb m would be rf<|uired for your State aerricew; and I have 
no heshation in raying that the whole revenue should be obtained from the 
iurplua income as far as posaihle. 



Q . — I think that irriicatioii enterfm^ ahould lie treated aa a whole from 
two pointa of view : fimtly by increase in production and secondly by eqnalia- 
liiis sitnationat adraiitanEeit. If yon limit yourself to the schemes that pay yon 
limit your irrigation very largely or else you make the general tax«payer pay 
for the select l>efieficiaries. If on the other hand you treat the irrigation 
enterprises s« a w^hole, yon U*t the |>eople having the situational ad%^antage 
pay for the people who have not the advantage. 

A.— It seems to me that it is not sound transferring profits faom eommer^- 
cially sound enierprifies to commercially unsound ones, except on the well 
known principles connected with irrigation that protective works are nega- 
tively orofiiable, i.c., by losing two or three lakhs on irrigation, you can 
save all the irouhle, worry and ex(>ei]se €‘oiinec‘ted with famines. 

Q , — If you can secure that money from works that have a situational 
advantage^ is it not a fair thing to do so.*^ 

A. — That is to say, it merely comes back to this; that you are not taking 
from the surplus irrigation schemes for the purpose of bolstering up uuproht- 
able irrigation scheiries as sucli. Hut you arc only using your revenue adhere 
the unprofitable irrigation schemes are rendered profitable by being alter- 
nati\'ett to the necessary expenditure on famine relief. That is to say, it is 
an insurance fund. 

Q , — Is it not legitimate that you should say that the selected beneficiaries 
should preferably pay for the h?ss fivvourablo schemes P 

A , — But I do not want to feel that there is any logical coiinet tion lK‘tween 
the amount of surplus which you can got from your iirofitahle scheuw^s and 
what you should or may pay tin the unprofitable. lUxause. I think, quite 
apart from any profit from irrigation sc*hcines, if you have got a inean.s of 
preventing heavy exi»enditure for fniniiies, th€*n you should take it. 

Q , — If your profits go to the general pool, as long as there are other 
demands you won’t get money for your protective works. On the other hand 
if the profits are kept in the irrigation fund we can do more towards the 
protecHivo works. 

A . — That seems to he a doubtful proposition. It may w*)rk either way. 
Ill the past tlu* State has found it desirahU^ to set asiile so much for irriga- 
tion e.vpenditure quite apart, from new irrigation works and profits. At the 
present tnoineni the irrigation profit in some directions is very large. 

Q . — You would not like to impose crop rates? 

.i. — As the measure of water u-sed.^ If so, yes. 

Q . — Is it not a right way of taking the surplus? 

4 — f (lo not. see how it follow. It does not follow that n mairs profit is 
much bigger simply I»e<‘au8e he grows .sugarcane instead of millet. 

Sir IVfft/ Thomjmm, Q . — It is inistulnted that sugarcane is a more 
profitable crop. 

A, — 1 do not want to deny that. But at present there is a high duty on 
sugar. The Ia.st few years have been a bumper period in sugar because 
the Htimiilation of improved methods and the higher pric^es of beet sugar. 

Q . — Has not rotation a considerable bearing on the matter? 

.4.— It is well-known that sugarcane exhausts land. But what J am stating 
is this. If you differentiate your water charge according to the value or 
the market price of your produce you are likely to restrain a person from 
growing a valuable crop up to the lull extent of the marginal profit. I see 
no reason w*hy you should discriiiiinate against the more vatuable crop in that 
way. If you think a more valuable crop is by hypothesis a more profitable 
croqi and 'therefore you can charge a higher rate without checking production, 

I am prepared to agree. But I do not think it is so. Sugarcane is very 
profitable for a year or two. 

Tkt President. Q. — If a man can grow an exhausting crop only onoe in a 
period^ is it not better for him to pay a high rate for the period than to pay 
a flat rate every year? 
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. ii. — Astuming that ther# is no element of difforontiation t^iin to tho 
^fforonce in quantity of water coneitmed, I do not ftoe tlioro Is any roaiMin* 
It ftugR<^tad, I think in the Pnniab) that it is conroniont to gfOt money 
out of a man when ho ia financiaUy prosperous and when ho haa got money 
in hand. 

Q - — I think an exhausting crop takes much more wmier. If more water 
is consumed he should pay more. 

.4. — T think that is not the i>oint of disnuto. I have already agreed 
that. Where a higher price is charged for the larger quantity of water it is 
all right. But if you ris>tiino there is more profit, I do not tliink it h so ill 
the long run. Neither do I see why he should have mom money to spare 
simply becauM* he grows a valuable crop. 

V " It be leaver the land tallow in tlie alteriuitive year, would you charge 
him an etpial sum in that year? 

.4. — Is he using water at all in that year? 

Q, — Suppf>sing for the sake of argument, it takea two years to grow* augar* 
cane and a man takes water for one year anti dtw»s not want water the next 
yciir, do you assunii* that he is bound to pay for water the next year? 

.4.— T entirely agree that the water rate should he IovkhI when it f» found 
convenient for him to pay. Ii is quite different to say that you ahould charge 
more for growing a |»rofitiiblt* crop. To colltH't two years* rntea one year 
may be convenient. 

Q . — In regard to purely i»rotective worka ought you pitch the wat^^r rate 
as high as you can without taking the quantity of water iiwsd into considera- 
tion ? 

A . — You ahould attempt to estimate the increase of value conferred hy 
your w*ater and charge wdiat the man can afford to pay. 

Q . — Is he not benefited directly at the expense of the general tax-payer? 

A. — Yes. 1 think there is a limit. The limit is one which I have already 
suggested. Where you have got an unproductive w'ork the social justiff cation 
for your loes is that it is alternative to some other undesirable kind of loss 
like famine whereby you wdll be put to greater loss. 

Q. — Is it not your duty to charge the general tax-payer the lowest possible 
sum on the account? 

A. — Supposing a tract is liable and constantly subjec^tecl to sciircity once 
in five years and supposing hy experience it is found that you have to spend 
so much by way of famine relief liecause the people concerned are not able 
adequately to hnance theinselv<*s ; if you can prevent that expenditure by 
constructing an unproductive work it is well and good. 1 would not say 
that you should reduce the charge to an indefinitely low point as to make 
water almost free. 

Q, — Y’ou my the rules of suspension are applied not to individuals but 
vary with the areas. ^ 

A. — I understand that that is the cose according to the rules that 1 have 
seen. Of course 1 am not fully acquainted with the rules in the different 
provinces. I know the rules issutn:! by the Government of India governing 
suspensions and remisHions, and there you are specifically enjoined not to give 
suspensions to individual cases. 

Q. — Is it not rather like this? You have to get the ftanction for remission 
in a definite area. Having got that, you then give it to the individual. 

A. — thought it was forbidden. I thought that the idea was that it 
would possibly encourage all sorts of unfairness. 

Q, — ^You would give the remission to every crop in an area whether you 
have a yield or not? 

A. — ^That is what I understood. 

n _wiiat is your opinion on the attempt we are making to compare the 
pitA of assessment in different provincesf The only scheme we have arrived 
•t is to ask the Local Oovemments to work out as many sainplea as they can 
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of actual IcajHMi or iwilea to find out the economic rent. They will then take 
the for the itaine area and work out the proportion. Can you 

any irnprovenient on that? 

A, — If the obi€»rt m to compare the eatHting Himilarities T think it aould 
he II fair ritethixL 1 would only migge^t that a rate of tax which may W 
ni^e#*?»ary and desirable in one part may not be «o in another. Sujipo^e you 
have a very Kpar^ely poptilaieil province with wide area* favourable for culti- 
vation, in iMime wayn it w^onld he tmpoaaible to riiii»e as much net profit from a 
given area as 3 "Ou can from a tract which is fully |>opuIated. You charge 
your nutt or land revenue according to the existing profits of cultivation. 
Now in another province you have got n dtmsely populated tract where the 
^mpiilation i* »o tiiuch attac hed to the land that the iiormnl average holding 
IS only ihrtH* or four acres. The cultivator has got to tniike enougli i>roht: 
per acre to cover his family expeii«<*«. What you should try to aim at is that 
form of cuitivatioii w’hich gives iimst profit per acre relative to the methods 
of cultivation. So that when you talk about land reveiim* being high or 
land revenue luatig low' I think you have got to underNtaud geiiernlly that it 
t* relative to the existing circtinisiameH. Hut those cirruuiatances iiiny not 
atw^ays W d€»*trable. 

Q — Is there not a comperisating factfir, the greater the pressure of the 
peojde. higher the rent? 

. — Tfje ilietuni'' the greater the pressure on land, the higher the rent — 
does not .seem to me iiece.s.sarily to he 

Q . — There will bo more competition for the land. 

d. — 1 do not think so; in one sense there would be less. 

y. — Is it not actually the fact that in the thickly fiojudated dUtri< you 
have got high rcuits hihI in the thinly populated districts you have got moro 
roin|»etition for cultivators than for rents. 

A . — Tlmt is probably tlie cuim*. But what I mean is this. Competition 
for the land means tlml the area is densely popuiated, which agaiti mean* 
that the larul is fertile. There' w ill Ik» a coinf>etition when you create a vacuum 
but not lu'cessarily a competition whudi will drive up rent, Kup|K>se you have 
gid the land subdivided over and over agaiii up to a point at which you can 
just get a living on three or four iicre.s, no one will conic in and offer a higher 
rent than lu* can afford to pay. There will Iw no tendency to drive up rent 
above that point. 

*S’ir J'frri/ TAomp^ow, Q , — If you have got uiu'conomic holdings sid# by 
side with iH’ononiic ones, won't you get tenant.s coming to the landlords and 
offering bigger rents for additional land? 

, 4 .. -Thai would Im> the tendency if you had a country with perfc^dly fr<?e 
competition niul enterprising spirit. There are alivay.s the pras|>erous culti- 
vators who wish to add a little bit to their land and are w‘aiting for oppor- 
tunities to buy. J do not think it works very freely Injcause of the restrictions 
on the transfer of.laiui, 

Q . — Given that the holdings are uneconomic, there is a limit beyond which 
they cannot go. 

A. — Yes. 

Thr Ibf odf af. Q. — You say that the plan which we are pursuing would 
not be a fair guide to ascertain the comparative pitch of the ossessineui in 
different pi'ovincfss. Suppose **y*' represent* in each cflvse a unit, “ x ’* the 

X 

nsii^essment on the unit, then Y ^ pitch of the assessment from 

province to province? 

4.— I do not say that that hgure will not give you what you want. 

it neenf to be moderated with reference to population or any 
other cxjusideratimi? 

*4.— think you tan only measure the ctmiparative assessment* in different 
prorini^ by taking into account three things : first, the gross produce, then 
t hf mav g jj ip al expanses ol production (which would give you the surplus) and 
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thirdly, the relAtimi between the actual rerenue and the aurplua. That scene 
to me to l>e the correct method, 

<,>.-- Would not the >ur|ilu,H be re|>resented incHit readily by the actual rents 
nai<i in tompetitioii 

.!. — No, it would rc|ire*ient only to a very vague , and not iieceoiiarily very 
mTiirate, extent. It seenii» to me that conif>etttion will hIiow all aorta of 
local variatiouH; it would not be a very cloae index, 

— C'an't you take the grofiti ivroduc'o and iiiiirgitinl exi>enses of produce 

tioji? 

-1. — It you take that, you would lit* eltmiMiititig the f{iieKtion of the actual 
holding which the individual farmer or cultivator has. 

(J . — Do y<m refer to the groj« prmiiK'e of the whole proviiuel^ 

\ — Y(ni unxsi take a unit of land and take the grtvHs produce per acre. 

<,>. — How are you going to arrive at any general figure to repreiient either 
the gros^ prod me or vost of cultivation 

-4. — But your general figure is to lie baaeti on outturn or crop cutting 
experiments. 

Q — Hecaus«‘ of tlie extraordinary nuixdiahility of all those stntisticR, the 
only thing that veenn likely t«i give any -sort of actual figure is the actual 
rate at which land is rented. 

.4. — That is partly vitiated hy the population question, 1 thinU you will 
then find that each small area which is heavily populatetl would Iw* saddled 
with the expense of maintaiiiing a family while in thinly populated trAcis 
these expenses would In* distributed over a larger area. 

Sir Pn'nj Thowpsrm . y.— Hut in the case of uiuH*onoiiiic holdings^ should 

;>ou not take only the cost of sueh lalaiur un is neef»ii.Hary 

.1, — That is what 1 mean. Suppose your iiiethml ol cultivation is one in 
which a normal working family can do the whole work with a little additional 
tabour from somewhere elnr. What yon want to get is that the area in 
wliieh that family spend.s its tabour should bo sufficient to absorb the wTiole 
of the family labour. You can then say that the eosi of rnnintfiining that 
family is part of the expend' of c iiltivnting that land. If yon take a family 
who are just able to live, it in not accuratt* to say that the pilidi of the 
rent is high. 

Thr Pn's'hh nf . (J . — Yon ‘'oy. * to reduce* land revtmiie to the level of the 

cat»Scity to pay in the case of occupants of iiiMHMmoinic holdings is to connive 
at the* multiplication of a large population at a low level of subsititence.** 

,4. — That is the Kamo idea again. 

<;>. — Supposing you had a clean shec*t Di write U}>on, how would you levy 
a land tax in this country Would you follow the Australian or New^ Zealand 
|ilan ? 

-1. — 1 think theoretically fhore is only one juHtifiahle method of taking 
land revenue, and that is to c'stimate what I call Iho lotig*period surfiliis. 
Since profits and income* from land are wi fluctuating, you inust make full 
allowance for this fluriuation ami have a nif>de of rollertioti which is also 
elastic. My fWling uliout the jiresent land revenue is that it is often ad- 
ministered in a w’ay which has no real itistificaiion at all, that is to say, there 
is no proper relation betw<H*ii the land revenue charged in one ymr and 
another. It is all very largely based upon exigerici«?s of local circurnstAnces. 

Q. — Why do you want to take the long-period surplus? Do you want to 
give remiftsions 

A. — If you take the long period auriduH, you can have a perfeetly rigid 
cx>Uection year by year. If the State by a more elastic method of collection 
can make up the deheienetes of the cultivator, it would lighten the charge. 

Q . — The conclusion of that is that you want to tax income, 

, 4 . — A tax on income in a different idea. Of eoume, land revenue h a 
tax on income in one aense. The only question is; what in to be yoiir basis? 
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I take it that the general theory about land revenue i« that it ia meant to be 
tax on aorplua, not on marginal profile. 

0.— Ta not that combined with the idea that the man who holda the landT 
ia bound to produce in the intereata of the community? 

n .f/7*?**^^*H^* juatification ia found in the old pre- 

Britiah hooka dealing with land revenue. There waa a dual obligation, the* 
obligation of the ruler to protect and of the cultivator to produce. 

Sk from the latest New Zealand Commiaaton. The 

|uauneation for a flat rate there without regard to the aeaaona ia that the* 
Mlder of the land who haa common property ia hound to produce in the 
intereata of the community; if he ehooaea not to produce, he haa to pay just 
the aanie. 

d,— That would mean that you want to penalise inefficiency, 

Q . — And the keeping of large areaa of land for pleasure purpoaea. 

.4 .-—The difficulty here again ia whether you should use the tax ayatem to^ 
e<|uaHae iticoine. 

— That raiaea the question of graduation which the New Zealand Com* 
miaaion have reconimeiul^ to be stopped. But they take a flat rate on capital 
value. 

— I have not read their report; why do they object to graduation? 

n, — ptirpoae of graduation in cane of land tax ia different from that 
in the case of tncoine-iaK. They aay that any further graduation would check 
enterprise. Would it he more Haiisfactory if it were practtcalde to have a flat 
rate voted by the liegiahiture to he applied to a valuation either of capital* 
or of annual value? The AuKtrnlian ComiiUHaion's proposal is to separate the 
taxing and valuation altogether. They propose to net up a huge Valuation 
Departuient to value all land and then the rate for the area would be applied 
by the> Taxing Department t<» this fixed valuation. 

A. — It fMN^ina to be largely a dilff^reiu-e in machinery. 

Q. — The difference is that anybrnly can know from year to year the rata 
of land revenue. You can’t say what ja?rtentage is taken in land revenue on 
any piece of land, whether it is taken on its annua! value or on its capital' 
value ? 

*4. — At least you can make calculations, (hey inuy not be quite correct.r 
It seems to me that the Australiati methml implies what you might have here 
with a very efficient Settlement Department. It implies very frequent revi- 
aioiiH and it implies the possibility of accurate valuation. T understand that 
one difficulty as regards land revenue adininistratioii in this country is the 
difficulty of accurate valuation. 

Q , — Bupposing your sett lenient , instead of btnng a settlement, were w 
valuation ? 

.4. — It is already a valuation. 

Q. — W’hen the valuation so called is finished, the rate depends on a whole 
lot of varying circumstances, such as the nature of the tenure, the idioeyn* 
eracies of the Settlement Officer, the idiosyncracies of Government, and so* 
forth. 

.1. — W’hat you would have would be a uniform percentage of the value, 
t.e., provided you get your valuation cwrectly. everything else would follow 
uniformly everywhere. Then, how wroiild you value according to produce? 

Q , — Simply proceed on the same pria^ss as is done at preaeut. 

, 4 . — ^Theti you get large measure of disregard for individual circumstances* 

Q . — You pi>int out that in Bengal it is not uncommon for a judge to t^e 
into accmnit in determining a suit for enhancement the size of the cultiva- 
tor's family. 

.4.— Ye«. 

Q . — Actually in the United Provinces they take the caste of the cultivator 
into account. The land may change bands the day after the Settlement. 

A.— It is found in this province too. 
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-Yon my tHut within iht' of a sottlomont facilitios oro giron for 
•lodifyini^ tho rent or the land leveiiue on account of firico changea. Where 
IS that done ? 

.4,— It is done by the ordinary process of enhancement or, if the pricM 
have fallen. pre.«(iiniahly by a reduction of rents on axx'ount of changes in 
prices. 

Q . — In the raiyatwari areas there is no provision for luoditication. 

A . — T thought there was iirfivision : if not. it is obviously a defect. Sup- 
pose you fix your raiyatwari rents and prices fall 5(> per cent. ; ohviotialy thorw 
would be great inequality. 

<?. — Have you mh>ii Proft*s»or Myles* graphs, lie dodiuva the fact (from 
a stndy of prices and of s<?ttlement> that the settlements have not g<«ie up 
with the prices at all. 

a A . — 1 have not his papers, hut T quite agre<^ aith the idea. 

Sir Ff tcy Thompfttm . (}. — We have !>een told that in the Oriaita resettle- 

men! rents calculated on the annual value have gone up ten annas in ♦ho 
rupee, since the last SMdtlcineni. 

A , — I think very rightly. 

Q — What they say is that they cannot take 10 iinnos all at onc^. 

A . — That is what they are <loing in Orissa. 

The Prrsi4ft:nf, Q . — Ksiiiuates of national income. Sir David Harbour 
made hi.s estimate as a rough index of the iiu idence of taxation. Would it 
In* correct to apjdy his estimate to the pres^ent day conditions? 

.4. — I imagine his estimate was made on such oxtraordinarily imperfect 
data that it would not apply to the pnvteni conditiona. 

Q , — You say also that you would not accept Mr. Findlay Shirraa* com- 
parison. 

Yes. 

Q , — Is there any way of making a cotnpariaoii that does allow for prices? 

.4. — There would be. if you could aasume that the data on which he esii- 
tnated his income w€»re reA.sonably correct. 

Q. — W'ould it be of any use to take Kir David Barbour’s method of calcula* 
tion and repeat it for a ten-year |M?riod in order t-o get the relative iticidenee 
of taxation ? 

A . — No ; I do not think you will he able to know exactly how much Barbour 
left out. 

Q, — You do not think it is any gootl? 

d.— No. 

Sir Percy Thompson. Q. — Your view is that there is no ground at all for 
exempting agricultural incomes from incorne-tax. 

j 4. — Absolutely none. 

Q . — ^Assuming theoretically that there is justification for taxing agricul- 
tural prohU^ you would admit that the question of convenience and yield 
comee in. 

A. — Certainly. 

Q . — We were told that in the Punjab out of 2)4 million cultivators only 
2,300 would be liable to income-tax at the present Hmite. Do you think there 
is any justification for charging rents, but not charging cultivators* proUtSi 
Apart from the ground of convenience in collection ? 

A. — ^Hent is likely to be an economic surplus, whereas profti is not. 

Q . — Is there not a large element of rent in the raiyat's profit? 

A , — 1 should say not a great deal, because the raiyat’s opportunity for 
Anjoying a rent is likely to be destroyed in two ways. Ouietile the raiyatwari 
areas and to some extent inside the raiyatwari areas, by the charging of 
competitive rents, pec^le who have the holding of the land are letting it to 
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iub-lertanU ; so that to Home extent the economic Hurplti» drained away 
from th(^ actual cultivator. 

Th*^ Vrt/Hhnf, Q , — Have you any vieirf* on taxation on minerals ^ 
tew general ideai»: yea. 

Q, — C’an you give m any thcwiry on which royalty ahould he haaed? 

4. — I think that ought to be hanc^ on the differential value and to mme 
extent on the capital value. The diatinctive feature of royalty i^ that it 
coujitituteM two eleineiita. One is that it is a Hiimll {^K>rtion of your capital 
and the other i^> the differential element. If you have a coal deposit and you 
work out. you find one kind of coal better than the other. But apart from 
that the vihole coal has a C'apit 4 it value. 

Q , — Would you. in the case of a Government mine, combine the flat rate 
on the quantity removed with the differential raW on profit-s above a ct^rtain 
flxfMl stun? 

A, — IVrsonally f dn not like the idea of a differential rate on profit:* 
becaiisi? the difficulty there seems to be that you are going to restrict the 
antert>ris6 and profit is l>y no iiM^nn.s very ac< uraUdy the indication oi the 
differential value of the cotil which i.s laMitg mined hy a particular firm. 

Q . — Hut i.s there any othei indication!^ 

.*1. — C.-ould you have the valiiation of the coal just as the valuation of land? 
8ay, heri* is so much coal of quality A, here* is so iiinch of quality H and so on. 

Q , — Would it not come to the same thing? 

4.-' No. 1 do not think it would come to the same thing. Because it 
W'otdd he n tax on that part <if the profit which would be due not to the natu- 
ral superior quality of the coal but due to the superior luanageinent. Sup- 
|>o»iiug a man cun make* per cent pridit and that is dm* to the genius of 
the itiatuiging diiiMtor. Why should you penalise him? It in the natural 
course ot evetitH, he gets u belter kind of coal, then you can take something. 


Mr. J. R. DAIN, I.C.S., M. L. C., Secretary to the Government oC 
Bihar and Orieaa, Revenue Department, was next examined. 

irr/ffm wemoramiuni of Mr. Jkiin. 

Q. tHi . — The cnK'stion whether land revenue is a rent or a tax sc'em.^ hardly 
worth tirgiiing irt>m a prat iical point of view. Those who regard it as a tax 
argue sttmewhai in this way — 

(o> In raiyatwari tracts it is a true rent, settled under the tenancy 
laws in the same manner as the rents ot laiulUirds, 

{f>) In tcmporarily-setthHi areas it is a shore of the InnilhmV.s rentf. 
Tlu‘ raiyaTs rents are .settled first and then the total rental :s 
dividivl hetwiH»n the proprietor and Government. 

(f ) When w'o «*oine to permanently-settled ar<»a,s. he w'oiild still call it a 
rent iH^cnu.sc* there is quid pro quo, t.e., the landlord pays it in 
return for his enjoyment of his estate. 

We may legard the land Uix us arising from the ultiinute State ownership 
of the laud, and as the charge made for the use and enjoyment of it. In that 
case It is a r€»nt. On the other hand, it may Ih» regarded historically as the 
outcome of the State's demand for a share in the produce of the land, in which 
case it iv more rightly regarded as a tax. In the twrmanently-settled arents, 
the State has translnteii its share into money and fixed it for ever. In the 
|wr»vmiieiitly->jM'ttleii arena it is still a ^hare of the produce of the land, i.e., it 
was fixeii at a (*ertatn t^erceiitage of the total rent. 

The issue seems really w'hether the elaiiii of the State arises from its owner- 
ship of land or from its right to levy a contribution on private property for 
itii own neetls. A somewhat curious parallel can be found in Homan historj>r 
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When Hoitie cibtiiiiied « ft!»otin« in Sirily* tomid in force « system of tiihet 
which wai* uiAtntaiiiod. Thii% \va> siasiMnuUnl hy lauvert* with the ivsitom ot 
c>r revenue |mi«t in Italy li*r tin* um* ot jniblie Iwncl. From thin n 
theory friiai erolred that the land in |>ro%'inre«i in which the wa«i tn 

fori'v “ owned ’■ hy tlie State, uiui only ** ** hy itn 0(^u|ianiiii. It 

would nut Ije it ti interesting U» imrsiie the |itiralUd, It is ifnite jH»^>ihle that 
the thtwy of the State's ownershi|> of land in India has stnuJiirly grown out 
of the ( laim of the State to a shaie in the tiriKlurv, and is a later effort to 
ht theory to fat Us, In any taise the land rinenue is n s^hare of the |»r«Hlin'e, 
splint ioned hy c-ustoni, and it iiuik«*s no differcMui* to the nature of the tUiim 
whether it is regarded as arising out of ottm*rship or i>ut of the right of the 
State to levy a <'ontt'ihutum on private |»ro|H»rty for its own m^ds. It is 
suffieient for our |oit|iosi* th»it when iaken diris'tly tnnn the tHsaipantH ol the 
soil it is suhjtHt in every way to the rent law • when iaken in temporarily* 
settled t'states it is ultiinately huM^t «ni the reiiU whieh are shared Wiween 
the atainindar' and the State: in |H»rinaiieiitly set tied I'stntt's the position is so 
anotiialoiiN a^ to defy the4»retiriil jiislifu aiion. 

Q. . In re|dying to this ciuesfioti. we shouhl again i»\4'hide the per- 
inanently-setl Usl areas. The it%eid«»tu^ is so nniHpial from eHtate to estate that 
no iiiferenee (*an l»e drawn troiii it ; hut it i^ generally so light as to he a negii- 
glide faetor. In teiiiporanly settUd estates the teiianev law^s intervene lw»- 
twcH^n^he cultivator and the ta.\. in raiyatwari areas the revenue t» governed 
the tenanev law^-. which ki**»p the rent w'ell below the ef^onoiiiic rent. He- 
tWiH^n tin* land rc'veiine regarded as a tax and the* actual ciiltivator there is 
a harrier of teiiaiir\ legi.slatMin. 'rin* cultiv ator would presiiiiiahiy in any ease* 
pay a rc-nt ; the only result tif the* intervention hy the State is to ki*t*p that 
rent Ih*1o\v an i*<*onoinie level. It tin* Stale tewtk it^ c'oiitrihulion ill any other 
way than hy a share* m the produce of the land, it wamld pcrhajis not have 
intervened l)etw«H*n landlord and tenant. The whole of the teinincy .i‘giN" 
lalion hy wdiich the raiyai is M*eiired and pr«»tected has arinen out «ii tin* 
State's demand for its share, and the hind tax is Iheretore a blessing aini not 
an incubmi. The thing that affcMts the prosperity ot the lultivtitor is hi)# 
fe( undity. He contiiiuously hriH'ds up to the limit w hich the land will su|)* 
port. The fact discloM*d in the rcHeid census of Ilihar and Orissa, tin* 
dcHTease in (lopulatioii in the river valleys. wln*r«* tin* limit has lwM*n reu(*lie<l, is 
an ilhLstration of this, 

1 du not think that the coinne^nts are in any way jiistihed. 

oi> ability to pay.” HeiUs are M‘tth‘d and revenue as.s<*ssed alter sv 
most searching invc*.Htigatit>n of the resources, 

(b) A revenue fixed for or .T) years and payable by tixinl dates in 

each year cha^s not mh*iii to lack the ideiiieiit of ivrtaiiity. 

(c) Settlement tak<*s plac^e once in a generation. Beyond that the* estate 

either jiays its revenue or is autoiitatically sold up. There is less 
opporliifiity tor pettv' tyranny in the land revenue system than 
in any other. 

id) It is aliiioxt impossible* to estimate what it cIck^ c«*st to cidler t the 
land revenue*. bcHause the staff emptoytsi ijn engaged in other 
d utiles and would have to be employed for the aciniinixtration of 
the country w hetln*!* the land revenue existed or not. The lioatcl 
re<'C*ntly w’orked it out ficr propri«*tary areas at I 57 jter cent 
hut oniittcHl a lot of factors. In any f*iise it i.s certainly not 20 
|K*r cent. In riiiyatwari areas it may la* alunit 10 pt*r cent, in- 
cluding the cost of [wricKlical revision. 

Of coiiirse, if the CoiitniitUn.* propose to regard that portion of the rental 
intercepted by landlords as part of the cost of collecting the tax, then the 
coat is enoniions. 

Q. 99.^1 do not quite understand the question, ft cannot refer to in- 
equality as between tax payers within the urea iiettled at one settleuient ; it 
moat refer to inequality between the areas settled at different iiiiiaii. Renta 
can be enhanced on the ground of rise in pric^es onec in fifteen yetra, white 
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^h© St©t© interval!©© one© in about 30 yoara to reris#© it** demand©. There may 
hare been one enhancement between two flettlenieiitSt though preferably land- 
lord© are content to wait for the next rerisionu But enhancement of rent on 
the ground of ri»e in price© i© baaed a© far a© possible on decennial period©. 
Even BO, the average of the latU?r periods i© nnluceil by one-third of it© ex- 
ce«©. Thi© muat tend to level ineciuatitie©. I doubt if it is true to ©ay that 
the land revenue is fixed according to the prices of any particular f^eriod: 
land revenue i» based on the rente, and the rents are fixtHl to some extent 
by the average of pric*©© of agricultural prodticc over long periods. But 
neither this nor any other factor in thi^ fixing of rents ha>s free play. If the 
question mean© that IxM^auae a district is ©ettUnl in U125 it© revenue i© fixed 
by the pric^ of the Htatcment ©cenih incorrect. 

Q. M ). — 1 should ©ay that Rs. 2(K) was nearer the subsistence level than 
R©. 2,(HX). If it w<jre proposed to exempt all cultivators from rent, whose in- 
come did not excfHMl Il«. 2(M) a year, the first process© w’<inld l>e to determine 
the income. Thin would mean determining the gross yieUl l€»©s the cost of 
cultivation. Jt would be exce<Mlingly diffic-ult to ascertain this, though no 
:loubt in time ei?rtain formulae based on area, classification of land, etc., 
would lie devised. A corolhiry would seem to Ih' a sliding sfrale for inccnie© 
tmniediaiely above the subsistmu'e level and a super-tax on the very large 
ones. If the Its. 2,fKXt wx*re taken as the subsistem^t^ level in the ca«e of the 
ordinary /cultivator, and all thos^* wIiom* net incomes Avere less wei^ to lie 
exempted from rent, T should say that it would mean that 95 per cent of the 
land would yield no rent. Even if the net yield of an acre he taken at Us. 100, 
it would take 20 acres to yield Us. 2.tMK) Sc large a bolding as 20 acres or tlO 
lof;a1 btgha© (ordinary higba *02 acre) is exct*plional. 

No doubt some such hiw limit w’ould tend to encourage fractionixation but 
most of the exiating holdings must already lie below the Us. 2,(K)0 limit. Th© 


average ©iw? of n bolding in Bihar i.s — 

.\crc#. 

Patna 106 

Oaya d6 

Shahabad ......... 5 13 

Cbaiiiparan . . . . . . . . .519 

Saran . l‘4l 


In some of these there are co-sharers, and the avm'age holding is a long way 
.below the .sixe that wouhl yield Us, 2,tKH> a year. 

<il. JOl . — I ivas inclined to doubt whether frac tionixntion was pro<'!efHling to 
4 iny great extent , a>* the raiyat generally sells or mortgages to a richer neigh- 
Imur and the rtwnlt is rather to re-allot the lands atuoiig the community than 
to increase the number of holdings. It is, of course, not merely sale hut also 
ihe iendeiiey of faiuilicM to break up that iiidmvs fractioiuxation. But the 
figtiriMi of two riHxuit revision settlements do HUgge.Ht that the prcK'eiis is pro- 
ceeding rather fast. In Snran the average holding is noted 1*41 acres a© 
against 1*82 in the previous sottleiueiit and the rait/ofi Ihftiians have increas- 
ed by 25 per cent. The |irevious Settlement Uepc^rt of Chaiuparan does not 
indicate the siae of the holding, but the raiyafi khaiians have increased from 
264.345 to 466,02fl, I doubt, however, whether any restrictions on transfer, 
which juvarifthly take the form of a mutation fee, really serve as any check on 
transfer. No raiyat parts with land until he is compelled to do so; all ©ale© 
and mortgages are of ncHx^saiiy, and the only result of a mutation fee is to 
reduci’k the value of the land to the vendor. 

<J>. lOi . — This qiiestion hardly affect© thi© province. Our irrigation w*orka 
are on ericas already cultivate and for the most part already privately 
ow'ned. We have nothing in the w^ay of reidamation ivorks. 

Q. 103 . — ^The question hardly arises in the |>erinaneiitly-settled area. The 
urban areas include for the most part land© already within th© limit© of 
^estates. 

The Oovernment of India raised the question of the adequate taxation of 
non-agrieultural land in Mr. Qtlliat*© letter No. 772—265-2 of the 2eth 



fiepiemlier 1916., and aiit{»haai<»ed the tieceeetiy of tfecmring an adequate return^ 
h*ofn non-an^ricuitural landj*. The dtjicitiseien in thi» provinee eonfinee itaeif 
to the tetn|)orarily-aettied trac'U of Orijssa and to Government mstateii el»e- 
irtiere. Within municipnt areas the land revenue of Governuient^wned landa 
U inoinded in the ground rent'*, and on the whole the retvta obtained^ though 
perhaps lower than a private landlord would aak, »eem adequate. 

In making over land to municipalittt^ lor municipal nurpoaes, the gene* 
ral practice has been to grant it free of revenue where the luunici polity do* 
not propoi«e to make a profit out of it, but to asttu^ss revenue in oilier camM. 
The ljO<?al Government, as a general rule, prefer to make a direct grniit-iti*aid 
to a munripality rather than to naaist the municipality by a remiasion of 
revenue or by the surrender of rights analogous to thosc« of a private land- 
lord, whicdi is a form of subvenitoii which iloew not t»asa through the public 
accH>unti», 

I think <in the whole the surrender of this field of taxation, which mean* 
the surrender of provincial funds for local purpomw, should not be encouraged. 

Q, Wi. — Theoretically, the third proposal to lie the niost satisfactory, 

05 it would get rid of tlie error due to the varying productivity of land. But 
the data are not availahle in this province. Failing these, it w*ould setuti thw 
best txiurse to assume that the rent is a fair nteasure of the productivity of 
the land and to find the incidetuH' of land revenue on the total rental valua- 
tion of each proviiu't*. f'airly reliable figures exist h^r this ptirfioiiM^ tn ihis 
provine**. Similar statistics iniist Im* available from the rcveim** ftnrords in* 
other proviiu**^ and by thin mentis a rough and ready coinpiirison could be 
made of the proportion of the pr<Miu<*c of the soil tak**n in each province at 
land tax. 


y^ff on Minrral^ by Mr. J)ain» 

It has be*»n recMignised from the outs**! that its iiiineral wealth forms al- 
most the only source from which this province can sufiplement its exiguous 
revenues. The p<issihility of exploiting this source of income was riHHigtiiKed 
as justifiable and tnH'C^Hsary by th*^ Mestoii (ViiiiniittiM*, mid in the earlier 
stages the proposals were recf»ivcd without disapproval by the Government 
of India. The suggestion first trnik cofUTCte form in the shape of a proposal 
to tax coal, whi<‘h was eventually dropptsl owing to the opposition of other 
Governments when cotisu]t4si by the Governiiient of India. In the tiieiintime 
n cominittee had IwHoi ('onveroMl nc^'ording to a rcfsohitioii of the Ix^gislntiv# 
Council to examine the poasibility of the development of tim miii**rai refu>iircHsi 
of the proviiuv and Ut re<oniinend in what miitiner the State might Iwnefit 
from this development. The Mineral Uesonr<‘cs Coininitt«?^ concerned tlmm- 
si'lves mainly »*ilh the fust part of the resolution, while accepting in prin- 
ciple the proposition that additional tnxaiioii on all ininenils riiiaed within 
the province or exported from it was jiisttfiahle, nhould such taxation l>0 
necessitated by the condition of the provincial finances. This last is an im- 
portant rc^servation ; w h<*n the < onl tax was first |iropoae*l, eximidituro wan 
actually in c\i***ss of revenue; now', though the province? in de«|rt 5 rately in 
tieea of money, the budget is batanc^i and it in doubtful whether the pr<»c?o- 
dent condition is ftilfilied. In addition to a tax on coal, a proposal han t.eeii 
put forararcl to tgx at fif |K*r exmt. fid ivifercw all other tntneraU r a toed within 
and despatched from the province. Be>*ond the general taxation of tJitneraU,^ 
there in the specrial qiieatiori of the State’s share in niineralN which are its own 
properly. Jieec*nll>% xifter a protracted (?orrea|Kmdence, the Sfwetary of Stat« 
haa agrc^>ed to the raising of the royalty on iron ore from half an anna a ton 
to a sliding seal© which in calculated to yield about three attnaa a ton and 
might at the higboot rate of iron within the laat few yeara at timea have 
yteideil four annaii. Within the bi«t few weeka w© have had a propoaat from 
the Deputy Commioaioner, Haaartbagh, to raiue the joint royalty and dead rent 
on mica leaaea from Re. to aonieihing in the neighbourhood of Re. 5. 
Thia proposal has not yet been elaborated, but will be considered as soon as 
it is. The result of all the proposals to obtain more revenue from nitnerais 



fia* no far only in tlie aborthr# propc»»A} for a c^al tax and in thft 

rai'iiMji;; of the royalty on iron ore# 

2. (Hhit fMkitl hff mine t ah . — In addition to reiit#i and royaliieit paid 

to the Htato, inineraU at present pay directly or iiidircK^tly — 

(a) income-tax, 

th) kK'ttl c«s8 under the Bengal Ac t, ISHO. at dj t>er cent on net pro- 

fipi, 

f>) in the c;oa1fieUiN only, the Board of Health at half-an-ainia in 
the rtipe«\ and the water-siipf»Iy c-e^s at ratios varying from ten 
pics to tlirtMj annus on tonnage. 

The incomtvtax giK»a mostly to Central Revenues. The Local (ioveriinient ol>- 
tain a share of the increment under the Devolution Rules, hut this is sinalL 
rp to now nuHt of that has gone to ftfuiga) whcTe the inetalliirgiia} and 
milling companies arc? registered, hut recently an arrangement has ImX'H 
rc^ached with Bengal by \vhi< h this is adjusted. The other laxea» are for Jcsal 
purpose# 

3. Tlu*»e casc*s may be examined in more detail. As |>ointed out in the 
CfUestion, rc^venue is a<*tualiy derived froin thre^' soiircH's — 

(i) royalties on iniiierntH whiidi are Slate pro|H>rty, * 

iii) in(‘ome-tax on royalticM collected by private owners. 

{Hi) income-tax on the profits ot comtuinies that work mines. 

We are asked to examine the |iovsihility of furtlu^^r taxation on minerals or 
mines. 

We can divide this into — • 

(u) increase in royalties, 

^h) direct taxation. 

4. in Sfa ft -awnrJ jo »>/h / / y.-- Tlii‘ first point to he rememhered 
is that though the development of mineral reH#*ur{‘es is a provincial subject, 
it is conducted suliject to rigid rules prornuU^iTcd by tlie Government of 
India, with the sanction <d tin* Secretary of Slate. These rules were devist^d, 
in the first instance, to prolet*i a na>eeni industry, ami in riuiny resj?tH,*ts un- 
duly favour the exploiter at the expense of the owner of the minerals. More- 
over, the (fovernment ol India are extremely jealous of them and Mispi<iou.s 
of any uttemfd to relax or change them. The dis< iissions over raising the 
rale of royalty on iron ore, the manner in which the G(»vcrniiient of India 
retain the uneconornit* principle of priority, and their opposition to litiniia'>» 
{proposal to auction snme of their oilfields are cast*?, in point. It hc»ems to me 
that if this Governnient are to dm'elop their mineral resources and to get a 
fair return lor their own |iroperty, the first essential is that they should have 
a more frcH' hand to deal with the applicants on a luisiness basis. There are 
now always the mining rules and the Government of India behind th€un, to 
prevent free negotiations. 

5. A <x>rollary to the above, however, is that if we are to deal with the 
prospector and exploiter in the open iiiarket, we must have the exfiert know- 
ledge, and unfortunately we hu‘k that. If, for iustaiu*e. a firm tells us that at 
a royalty of 4 annas a ton they cannot prodiux? pig-iron at a profit, we know 
that it is incorreet. but have not the knowledge to say so confidently. It is 
true that we t^aii apply to the C5ei>logieal l)e|»artiiient of the Government of 
India on tvrtaiu siibjei’t^, though their knowledge of the metallurgical indus- 
try is limited, and they are somewhat too cU^sely coniieeteil with the Govern- 
ment of India to suggest violation of the sanctity of the mining rules. We do 
really ri?cj|uire experts in mining and metallurgy to guide us in framing our 
eo«tTiu*ts, but at present we are unable to afford a development bureau, and 
therefore it stH?ms useless to worry about it, 

6. The next point is, do w*e get from our ow’ii property anything like what 
we could get without injuring the progress of development in any way? 1 
very intich doubt it. We take nothing like the big mhtmh or the rates of 
royalty which private owrners take. There is no competition m yet to fix an 
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temomic royalty, and wo havo not tho knowlodito to drivo a Imrgatn. Rrea 
If we had, there are always the mining rnles. 

7. Our current demand for State-owned minerals for the last thraa yeara is 
M» follows : — 

hioeiMies. 

1921- 22 , . , , 8.277 1.28,201 

1922- 23 .... 2,079 1.38.870 

1923- 24 .... 756 1.60,748 

Considering our great wealth in State-owned minerals, this is very small. 

8. TooMitioa o/ mtn^rols not owned by the State, — ^The question of Stat^ 
ownership of all minerals is hardly a practical point for mnsideration at ihia 
stage. We must pro^^eed on the ajisuraption that minerals in private estates 
are not the prttperty of Govern ineitt and can only be taxed by special legisla- 
tion for provtnriai piir|io«es. 

9. The coal tar. — The Government of India refused their satieiion to this 
on account of the opposition of the Local Governments. This projKMial was 
accepted by — 

(t) the rniie<l Provinces, 

(if) Bengal. provide<l that it was regarded as a temporary iiwaaitre 
}>ending the revision of the provincial settlement. 

(ill) Bombay, 

(ir) Assam, who want^nl to impose* a similar tax thciiisc*lvos. 


It was opposed by — 
f f) the Putijah, 

(ii> Madras. 

(iii) the Central Province. 


The line of opposition dealt mainly with the effect on induHtry in genenil, 
nnd the objection that it would mean that the whole of India waw conirtbul' 
ing to provincial revenues. In thc^ Lmtal Gt)vernntenCH last refereiu^ on the 
subject it IK Ktated that the niatter is only dropt>cd tcunfiorarily owing to the 
improved condition of the provincial finances nitd will prohtthly t>c raised 
again in the near future. 

10. As regards the nature of the Im^al o|>fMMitioii. thiH may h<*Kt be gnihercKl 
from the note of llie Prw'cedingH of the 1-onfemico in Calcutta on the lOtli 
February 1922 (rtd#' AptH*ndix). The objectionH came largely from the rail- 
ways and metallurgicfil industries. As Messrs. Talas are now' fully protected, 
Mr. Madan's ob)<Kdion lose#? weight. The Indian Mining Federation urged 
remission in the ca^e ol cheaper coals. The tax at no time was exoeertod to 
produce more than 27 lakh?^ and was, therefore, a com para iivrly Hinaft mattor, 
regarded from the point of view of India nn a whole. 

11. Ah regards a tax on other minerals, Uxe discussion shows that it trttghi. 
Amount to 21 lakhs. But the pro|>osals were not ptirsiUHl. A tax on i*oal 
would mean in many cases a tax on the users of the metals , while in any case 
A tax on other mifierals would he exfwmive to collecrt. 

12. The net result seems to be that though we may^ in the future, get 
more than we do out of mineraU owned by the State, yet royalties on these 
are never likely to yield a very large revenue. If our iniiierafs are to yield a 
aabstantiai income, it roust be throhgh direct taxation of the pro{>erty of 
^others. In the case of ixial only is there a basis for a tax that can be cheaply 
and easily collected, and as this province is nearly the monopoly owner of the 
oool of India, and as the ow nership of the coal throws heavy ndtointstrative 
expenses on the province (r.g., Dhanbad subdivisiott. imlicing of coalBelds). 
it s e ems only right that she should get some return fer this. It does not seem 
« Totid objection that the small amount that would be raised would eveniitatiy 
bej^oid by the whole of India, for the services are in a measure render^ to 



126 


APPENDIX. 

Proceedingi of the Conference in Calcutta on the 10th February 

The Hon’ble Mr. McPhereon opened the disctueon by reading a note 
(which wae circulated to all the members of the CJonferenee) explaining the 
preeent finanoial position of Bihar and Orissa and the prorisional propoaala 
for taxation upon coal. He referred to the probability of the present sur- 
charge upon the freight of coal imposed by the Government of India being 
removed upon a revision of the rates of freight from the loginning of 1922-23<r 
He pointed out that the CJoalfields CommitU«* recommending on the conserva- 
tion of coal resources of India in 1920 saw no objection to imposing a cess of 
8 annas per ton on all coal produced in or imported into India in order 
to pay the cost of sand-stowing in selected collieries and obsenrc»d that the 
modest proposal of the Local Government to tax coal at the rate of 4 annas 
per ton ('ould do no harm to the coal industry in view of the large increase 
in the price of c^oal for contracts from 1922 — 25. The Government pro- 
posal, he observed, was to collect this tax through the railways with the 
freight, this methc^ being the most convenient for nil parties and also the 
most economical. 

2. The Hon*ble Mr. Kerr explained the attitude of the Bengal Govern- 
ment towards this proposal. The Bengal Government had not same ur- 
gent m^roHsity for this tax which existed in Bihar and Orissa and already had 
three taxation Bills before their I.fegislative Council. The proposed tax would 
bring in perhaps 10 lakhs to the Bengal Government which would b<? very wel- 
come and it seenuHl necessary that if the tax wore applied to the Jharia coal- 
field it Mbotild also hcj appliecl to the llaniganj field, as the latter would other- 
wise obtain a substantial preference in the disposal of its coal. He eon- 
sideriid that there might be opposition in Bengal in regard to coal required 
for doinestic consumption, and that the Legislative Council already having 
thr€*e tiixaiion Bills under consideration might ilisap|»rove of another. 

3. Mr. Colvin opposed the principle of the scheme* as regards his railway 
that owns its own cilleries. He pointed out that even w ith a tax of 4 annas 
a ton (and there was no guarantee that this figure would not subsequently be 
raised) the East Indian Railway would have to make a direct contributioxr 
of ulH)ui 3 lakhs yearly to the Bihar and Orissa Government, and ho appre* 
bended that if the Bihar and Orissa Government were allowed to increase 
their roBouroes at the expense of the Railway, other provinces would not be 
slow ill finding ways in which they could also secure a part of the Railway 
earnings, and he, therefore, feared that the amount payable by Railways 
might not end with a charge on the tonnage of coal consumed by them. The 
present freight surcharge imposed by the Goverimienl of India does not affect 
the Railways which carry their own coal, nor does it affect the State Railways, 
but it is charged on coal for Company Railways for the portion of the journey 
not on their own line. On the question of the Railways collecting the charge 
on behalf of Government, he was not prepared to give any opinion immedi- 
ately, particularly as Mr. Carroll of the Bengal-Nagpur Railway foresaw 
difficulties. 

4 . Mr. Band was opposed to the tax upon principle, while admitting that 

it meant very little to ordinary consumers. The jute mills pay from Rs. 10 to 
Rs. 13 per ton for coal and an additional 4 annas per ton will not seriously 
affect the |ute iadnstiy, as it is not the price of coal but the difficulty of get- 
ting it which was troubling the milk. In that connection he mentioned that 
one result from a rise in the price of ludiaa coal be to attract foreign 

coal to Cnilcutta and increase the available supply there. He also expressed 
anxiety that the charge may not end with 4 annas a ton. 

5. Mr. ^^ttinson had consulted the Indian Mining Association and ex- 
plained their objections. He pointed out that the proposal meant that onw 
province would be taxing the rest of India. He ad^thsd that the iaolusion 
in the Bill of a limit upon the amount of the proposed taxation would go 



M»e way t4> meet the ohjections of the Indian Mining Amoeiation. A» long 
aa the price of coal remained above K«. $ a toa^ the tax of 4 annae will not * 
anhatantiallj affect the coal indnatry and pricm, aa secured up to 1025, would 
exceed that figure, but if the price ol coal after the priaent contracta drofiped 
to less than Ra. 5 a ton, the difference cauaed by the impoaing of the tax might 
lead to the closing down of some collieries. He objected to the unoeriatnij of 
the charge and the possibility of its being raised later to 8 an nan or a riti>ee. 

6. Bahu W. C. Banerji, M.L.O., urged that the coal trade could not stand 
the tax of 4 antms a ton and he bad a mandate from tlio Imliati Mining Fade* 
ration to Hubnut that the tax, if imposed, should not exct^ed 2 atmns a ton. 
He feared that when Karanptira anti Hatngarh Bokharo Collieritm were fully 
working the competition of these fields might prejudice the second class col- 
lieries in tlharia, because the freight from Jharia to <H»ntral and ttorih-wesi 
India would be hcavi<^r. He did not wish to he olwtrnctive, but urged partt- 
cularly that no tax should bo levied on soft coke for domestic eatuiumption. 
He pointed out that though 4 annas might seem small the amoiiiit p^ed 
on to the ronsiimor ultimately was likely to be at least doubUxl. Tlie Mining 
Federation, he said, would not object to such a charge if it w'cro cannarkea 
for providing more wagons niul sidings. 

7. Mr. Charters pointed otti that the metallurgical industry wouM be 
mest bard hit, as the tsvK would add about annas a ton to the cost of pro- 
ducitvg pig-iron and ahovit lie. 1 in tlic csko of steel. Jlc jireased parti- 
cularly for an undertaking that if any tax were imposed it should n<n bt» in* 
creastKl for a i>eriod of 10 years, ns invostors would tH> shy of putting their 
money into inetalUirgical work if there wore a poKnibility of the price of coal 
bt'ing increased indehniUdy by (iovernment surcharge's. 

Mr. Mnda 11, on l>ehaU of Tatars Iron iind BUmiI Company, pointed out 
that the sU-sd industry would he affected more than the industries prcHlucing 
only pig-iron, as it t»ook at least 4 tons of coal in the furnace to produce one 
ton of finished steel. If the stesd indii.stry was to l>o taxed in this way, 
it ought to be protect^nl from foreign competition by a larger import 
duty on foreign sletd. Steel vra.s now only just above pre-w'ar price* and 
might decline further. Ho adrniiUd that TatitH were now paying Rs. 7 a 
ton for coal and the ^ nnnas 12 per ton each year for 

the next three years. He said that the Government of Bihar and Orissa 
had argued Ixdoro the F'iscal Commissioii in favour of proUiriing the steel 
iuduatry, and if the cost of pro<luction were now increased the edatm to 
protection becomes stronger. He urgcnl that a provision should lie In- 
cluded in the Bill giving the Governor in Council power to take into con- 
sideration with a view to eompleW or partial exemption the ease of indus- 
tries or local ho<lie» adversely affiHted by the tax. 

9. Mr. Whitworth said he had no time to receive instructions from tho 
Bail way Board, but ho thought that the Board would be oppoeed to the 
tax, as the charge will have to c*ome out of railway profits or he paused 
on in the form of increa!ied freights. Welsh coal at the moment could he 

S urchased at a cheaper rate than the best Bengal coal at Bombay and 
Karachi — irrespective of quality which is about ns 3 is to 5 in favour of 
Welsh — and a tax of even 4 annas per ton would give the foreign coal 
» farther advantage. The Bengal coal trade has already lost the Bombay 
market and every anna put on the price of Indian coal will increotm the 
difficulty of regaining it. 

10. Mr. Palister Young objected to the principle of this tax. In order to 
keep the railways on a paying basis, it might be necseosary in future to increoee 
the Irei^dits and any char^ affecting the price of oooJ might make it 
difficult for the railways to increase the freight rates without decreasing the 
quantity carried^ He also opposed the oollection of taxes by the railways os 
it involved pracitcal difftcuHiee in the Audit Department. 

II. The Hon'ble M.r. MeFherson thanked the members of the Conf^enoe 
for attending and undertook that the views expreesed in the disoussion wouM 
he represented when the question was referred to the Gorerniiieitt of Ind^ 

b2 
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Mr. Dain f«r« aral t i d wca as Mlaam t— 

The Preeident. Q - — ^You «tate that the queetion whether land reranue i» 
a rent or a tax eeeme hardly worth arguing from a practical point of view: 
in rnijratwari tracts it is a true rent ? 

A, — Yea. 

Q. — In raiyatwari tracts a true rent is seitM under the tenancy lawa iir 
the same manner as the rents of landlords are settled f 
d.^Thal ia ao. 

Q. — ^There is no tenancy law in the raiyatwari area. 

— It ia subject to the Bengal Tenancy Act or other local Tenancy Act* 

Q . — ^Tbere are no tenancy laws in Madras and Bombay. 

A — By raiyatwari area, I meant those portions of the province in which ww 
settle direct with the oultivatofs. 

Q.--*That is kha$ mahaU, where Oovemment is the landlord. 

A*— Yes. 

*Sftr Percy Thompson. Q. — Suppose you get two similar pieces of land, one 
which is zaniindari land on which ycMi_ fix a rent of R«. 100 and you take 
Kfi. 50 as revenue from the landlord, and the other a piece of land, on which 
you get* from the raiyat Re. 100, would you not be better off in the latter case?' 
A. —Yes. 

THp President. Q . — We have just been told by Mr. Foley that actually 
the rents yon take are very much below the economic rentis. 

A.— That would be so. 

Q. — Why do you take a lower rent than any other landlord would? 

A. — 1 do not think we take a lower rent than any other landlord would, 
becatiso other landlords are equally timiied by the Tenancy Act. When we 
re-seitle a rent, we enhaitce it to a certain extent, but those enhancemeute 
are limited by all kinds of restrictions. 
if. — Economically, is that a g^WHl thing'' 

A. — You allude to the theory that the higher the rent, tin? Imter is the 
cultivation. 

Q — I do not know if you have read C’alvert’a b<x>k — *’ W ealth and Welfare 
of the Punjab 

A. — No, I have not. 

Sir Percy Thompson . Q. — You are having a rerndtleinent in Orissa now? 
A.— Yob, 

Q . — You have come to the couelui^ion that rente might be raised by 10 
annas in the ruv>ee? 

A. — Yes, 

Q . — But you are in fact raising them only by 4. 

A — ^That ia «o. 

Why? 

A. — ^The principle has been followed of dealing with raiyats as leniently as 
polstible. 

Q . — ^If it is juBitfiable to raise the rent by 10 annas, why not raise it at 
once? 

A. — ^Where a man has been paying the old rate for SO years^ to raise it 
by 10 niutas in the ru|M?e suddenly would be s very big jump. 

tiere the principle is that if a man has been paying too little in the past^ 
be must pay little in the future. 

A. — ^The cultivator has enjoyed the natural increment for thirty years; bis 
alandard of living is raised, and if the full enbancement is taken from bim 
at once, it would mean a very sudden depressiem in bis standard of livini^ 
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Th$ Pr§M 0 nt, Ffom Uie poi&l of vioir* dooi nol that orgu- 

tneni suggoil ihoi jou ought to lovkio Iho fonli much inoro froquoDU^F? 

A , — ^Poflitblj it does; but it will bo too ospouoliro to oUii with. 

Q**-Oo«tldo^ you boro o oUdiog ooolo doponding on piiooot 

1. — I should think there would be grout proetioul difficulty in working it* 

Sir Percy Thompeon, Q - — You might hovo your settlomont oneo in thirty 
jeam and eoeh year hare an index number and chaige land roYenuo on that. 

d. — Are we coneideriug the caee wluire land revenue is taken directly from 
die cultivator or the case where it is irom the xamindar? 

The Pfceident. Q . — Here the Government place iheimelvee under their 
own tenancy la we delilx*r«tely. The Collector becomea a samindar under the 
tenancy iaiv. It aeetns an tmtieceasary complication. 

A , — I do not think wc could have a separate tenancy law* for Government 
estates unci private 

Q , — Surelv the wliolc teuanev lau’ is the outeoine of the pertnanent eetUe* 
ment. 

A, — Yt^a. 

Q . — These arbitrary restrictions U'ere nut on to check bad landlords'? 
VrimA /urir, GovcriiiiHMU art* not exptn'tcd to Iw had hnidlordK. 

A * — I do not think it would be jKjasihle fi»r Government to ehako them* 
selves frtv iroiii the restrict ions which they hji\e iinpostHl upon other hitidlonla 
even if it were tieairable. 

Q. — AotuttUy, leiw many settlement Hyatenw have you in the province? 

A We have a periiianentty-aetiUHi area, temporarily ^settled area, khae 

mahaUf and >ve have a .special tenancy law' in Sainbalpur. 

(^. — The teiii|*orartly-settIed area is Orissa h 

A. — Yea. 

— When a permanent iy*M*t tied estate eeasea to la* perinanently^HeiiliHi and 
for eonie reason or other, it bocomea Governtn<mt property, why should not 
you a|)j)ly tlm temporary Meitlerneni to IlmtV 

A . — When a landlord is not able to pay his rev«*niie, his twtate is Mild, and 
somebcslv buys it. 1 he State c'lmuot take it bm^k unlrwH Uiere is no bidder. 

Q , — Why ahouid you not buy when you can? I (*an uiuierNtand the objec- 
tion to buy from the landlord ; that might In> rmarn’inliy dilticuit and ohjec^ted 
to m a lueai'h of the pennanent aettlcmeal. Hut when the land i« being 
aciutdly s'>ld in jiublic auction, why do you peqietuate the permanent aettle* 
rnent which is admitUMl U) lie an evil? 

A . — I think I am right in saying that there ia no provision in law which 
allows Government to Imy wlien tliere is a biilder for it. 1 have very rarely 
known any eat ate w orth anything cofiie U> sale. 

Sir Percy Thompion, Q . — If it i« worth anything, the ramindar would not 
let it go? 

A.-— Gr, there w ould be aome one elae to bid Tor it. 

The President, (j >, — But Government could surely outbid him and ao i^ecovor 
a source of expanding revenue. 

A , — ^That to my knowledge baa never been done, and I do not think the 
law provides for Oovemment to buy in, except when there w no bid of the 
amount of tlie arrears tor which the estate is put to sale. 

Q * — You estimate the coat of eoUection of land revenue for prqprieta^ ama 
at r57 per cent, which you aay ia baaed on the Board/s ftgurea, but the 
Board gave us the figure of 

d.— 1 think the probable explanation for this k that the Board have revised 
the figure. I prepared my note for the Taxatioii Committee when 1 receiv^ 
the oimeT questionnaire about four or five months ago end I made my ealeula* 
ttooa from the figurea which I obtained from the Board* 
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^tky ihftt for rftiyaiwAti M$m the figrm niaj be aboitl 10 per eeni; 
hare you got any detail*^ 

.4 .--No, 

<?. — You say you do not understand tbe question regarding inequality. 
That refers to raiyatwad areas where the settlement is made on a eommutaiton 
rale baaed on tbe prices of tbe last twenty non -f amine years. If you take 
20 yeam previous to the War and the year after the War, you would have a 

very different computation. 

il,— That is so. 

— In your reply to question No. lol, you say: In Saran the nverage 
holding IS noted as 1*41 acres as against 1*82 in the previous settlement and the 
raiyati hhatiann have increased by 25 per cent What is a raiyati hhatian^ 

d,— It is the schedule of a raiyat's land and rent given to him in the course 
of a settlement. 

Q - — What do you mean by saying that the raiyati khattan$ have increased 
hj 25 per rent? 

.4. — That moans the number of separate raiyati khatians in the record-of- 
rights. The rocord-of-rights contains a record of landlords* rights called the 
hhewat, and the record of tenants* rights or the khatian. ITie number of 
raiyati hhatianut will in(*rcnse as the number of separate holdings increases. 

(J. — In question No. 103, you refer to Mr. Gilliat’s letter of 20th September 
1010; could you let us have a copy of it? 

.1. — X have not got it Vierc, but I can find it for you. 

Q — Were you able ta suggest to the Government of India any way of 
getting a better return from non -agricultural land? 

A . — I do not think we get n bad return. 

Q » — You are referring only to Government lands? 

A . — I am referring to Govcniment kha$ mahaU within municipal areas. 

Sir Percy Thompson. Q * — In your view, arc you precluded from charging 
anything more by the terms of thc^ permanent settlement? 

A . — If land within the town is also within the l)oundant^ of a permanently- 
settled estate, are so precluded. 

The Prc/iiticnt. Q . — The f>©rmanent settlement is not confined to agricultural 
land ? 

.1. — I should think that in moat towns lands within a municipality would 
also be within the boundaries of permanently -settled estates. 

Sir Percy Thompeon. Q . — If you have a new town springing up in the 
middle of a permanently -settled estate?, the landlord would get more advantage 
than in other provinces, simply owing to the permanent settlement- 

.4. — Yes. 

The President. Q . — How do you arrive at the ground rent? The rules in 
force in Madras are that you ascertain as nearly os you can the full competi- 
tive rent. Then you sell the land by auction, subject to an annual payment, 
which is something less than the competitive rent. 

A . — We do that here occasionally, 

Q , — ^Yoii refer ns under minerals to the report of the Mineral Resources 
Committee. One of their functions was to go into the question of finance? 

A . — Yes, 

tThe witness handed over a copy of the Report to the Committee.) 

P^—Was it not as a result of that Committee that this proposal was made 
for the levy of 4 annas on coal? 

No ; the proposal was prior to that. It must bare been made sometime 
to 1921* At that time I was not in India. The Mineral Resources Committee 
met in the early part of 1922, The coal-tax was indirectly among the matteia 
referred to the Committee. 



Q.—l% would hoTo beau open lo the OoTemment il it could Itiive got the 
Seerctery of State to agree, to increaae the royalty to far aa the itoTerumeui 
landt are oonoemed ? 

.t,— >Yoa. Under the Deeoiutioii Hulaa the development of mineral ceaourcea 
it provincial, tubjeot to any ruUv» made or ^auctioned by the Stx^retai^^ of 
State, to that we could not have increased the royalty without the Secretary 
of State's aanciiou. 

Q , — Must not thoae rules be rulea relating to the developiuent of inineralaf 

*4— Yea. 

Q, — And do you include taxation of niiiiernk us coming under that head of 
devalopiiLiaiit of nnnerals? 

A.* -1 had not thought of Uiat aspect of the mutter. 

Q . — Could you not piit a tax on land which is used for purposes other than 
agrirnltural without the saiieiioti of anyiKKiy? 

A . — The lands where itanerab are found are largely Govenunent property 
and there sterns no p^unt in CVovemnient levying a tax on their own lands, 
li such a tax h iiu liulcd in the Si>hedtihHl Tuxoi» Kuliw, the hx^ul legittlature 
oould no doubt sanction it, but it would be extremely dithcult to do so in tho 
pennaneri tly -so tthjd area . 

Q. — Would it be practiraldc to suggest « tax on the unearned iiicreinent 
which goes to the privaU? nwiu-r iu the >ihapc of rovulty? • 

A. — Without a conflict with Urn temiu of the |>ermaJietit setilenienif 

<?.--Yes. 

A. — There is already local ceas on mining royalties, 

Q , — Would it not l>© bettor to replace that cesa by a general lax, say, on 
mining r<'yahic,s payable to tin* /.ainiiulrir, us in England. 

A, — In thia country tho zamindar pays local <mj«h on mining royaUioa, though 
no narr of that c»>mcH to the fiovernment. At <jne time half the were 

paid to provinriiil revenues, but 1 think the tlieory even then wae that they 
were used in the l(K*ality, and 1 doubt W'hethor it is possible to put further 
general taxation r.n land. 

Q, — Mr. Scott ha« suggested that it w*onId be better to gc?t rid of those 
taxes and to have a mining fund. 

A. — ^That tneana depriving the local b<»dies of their income. 

Q . — They will be given some subsidies. Put the %vho]o thing into a fund 
and distribtiic it in three parts, partly for the expert staff appointed i>y the 
Govemment of India, partly for provincial purpoaas, and partly for local purposes. 
The brat thing is raising the cm-hs and the subsidies to the lo<’al h<xiy cannot 
be \e%s than what it was before, 

A. — 1 have not thought out Mr. Scott 'a suggastiona in detail. 

— M'hat has bcwui sugge^sted is that you might take a flat rate on raisings, 
and since that would fall undiily heavily un the |>oorer class of mineral, yoti 
should ako have a j»erce«tage on the company's income abr.)Ve a fixed rate 
and a pcrconUrge of the mineon'iier's profit. 

A. — I do not see any objection to taxing tnincraLi for the purpose of develop- 
ment, even in privately-owned property, bc^cause the mineral owners alter 
all are not merely oaing the income of the property, but ali»o telling wonting 
assete. 

— ^You aay, Recently after a protracted correapoodence, the Secretary el 
State has agr«^ to tlie raising of Uie royalty on iron ore from ball an anna 
a ton to a rate baeed on a eliding acale wbich we were told jeeteiday la 
baaed upon the tarifl valuation of Cleveland No. 3 pigAron. 

A. — There te one ianll valuation for all elaaaas of pig-iron; and the ptfee 
of Clevelaxid No. 3 is generally taken for the porpoae of flxtng the valitatton. 

Q.rrlt hi not exactly the tariff vahiatioii^ It is generally baaed upon the 
eetual price of Cleveland No. 3. 
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>1.— •There ie nothing about the method ol fixing the twfi v»Iu«tk» in Uie 
eoneepofidenee between the Goverumeiit of indie and the Secretary of State. 

With regard to inoome-taz you aay that recently an arrangement ban 
been reached with .Dengal by which tbia la adjuated. WTiat are the terma? 

A , — The companiea registered in Caioutia, although working here, pay 
incoine*tax in Calcutta, and in consequence Bengal gets the share of inoome* 
tax which should come to the Local Government under the Devolution Bulee. 
The income is earned in this province and the income-^ is paid in Bengal 
because the headquarters of the companies are situated in Calcutta. 

Bit P0rey Thomp$an. Q* — Don’t you take 75 per cent of it? 

A . — ^The case ia dealt with in the Finance Department. I do not know the 
details. 

Df. Paranjpye» Q.—VfhaA about Jamshedpur? 

A.— They pay income-tax in Bombay and a*e have not come to terma with 
Bombay, as w as I know. 

9 .—- You aay the mining rules unduly favour the exploiter? 

it *— They are unduly rigid from beginning to end. 

Q.— You criticise the retention of the principle of priority. What does that 
mean? 

il.— Thf man who wiahee to work minerals has finat of all to get a certi* 
ficate of approval. Then there are rules which say that in ease more than 
one person applies for a license or a lease, the first applicant who holds a 
valid certificate of approval is entitled to the license or lease. There is no 
further discretion in the matter. Though there was a proviso allowing the 
Local Government to exercise a certain amount of discretion, the Government 
of India recently placed an interjiretation oJi that provi?»o, %vhich leaves a 
very limited scope for discretion. 

Your actual income from mines is Its. 1,60,748? 

ii.-^That is for the year ending Slst March 1924. 


Mr. B. FOLEY, LC.S., M. L« C., Member, Board of Revenue, 
Bihar and Oriaaa, was next examined. 

Written metnomndum of Mr. Folry. 

Q. 1. — Annexure A-1, Agricultural statistics, iKtragraphs A and 4. — It is 
not correct to say that there has been no accurate survey of Bihar and Orissa. 
There has been a cadastral survey and settUunent ot most of the province. It 
M not quite correct also to say that the figures in Bihar and Orissa are every- 
where supplied by the police. In Cuttack, Halasore, Puri and Angiil a revenue 
staff known as Chokla Kantingos under a Sirdar Kanungo report direct to 
the District Officer. In Sambalpur the Central Provinces system of Tahsildars 
is in force. 

The cadastral surveys give an estimate of the area of each crop. I do not 
believe myself that the figures either of area or of the crops grown can he 
relied upon, I believe they are generally inaccurate. The police take little 
interest in the work : the figures come up evei^* year through a Deputy 
Magistrate in charge of the department of the Collectors te. My experience 
ia that this D^uty Magistrate as a rule passes the figures placed before him 
without examination. As Collector myself 1 always, in the case of the 
principal crops, used to check the figure of estimatcKl outturn, t.f., the num- 
ber of annas the crop was supposed to be and generally raised it. Many 
Collectors hoerever cannot find time to do this. Neither the Deputy Collector 
Bor tile Collector has any means of testing the accuracy of the area or of the 
amount of crop in tlie statements. The statements are forwarded to the 
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Direct4>r oC Agriculture, who exAmiiMw thoni CArufulty uud thun utttuUjr rulMU 
the eetimiite o(f the general ouilurn for the year* He ea», however, in tnoai 
caiMMi only proceed by guet»^work, and he ia naturally reluctant to interfere 
with the oatimate of the DUtrict OfRcera who know the actual conditiona 
better than he does. The reiiult, I believe^ in that all croiui generally are 
underestimated . 

Paragru§^ *5 of Annrxurr A. — As regards the estimate of normal outturn^ 
I believe myself it is absolutely tmiMMstble to make an average Indian officer 
unde^iand what is nieant by normal or averag€^ I i|tiote my ex|»«rienco when 
enquiring about crops from a police sub^inapec^tor in a thaiia in Darblianga in 
1916. He told me the crotis were average or 12 annas : 1 enquired why they 
should not be 16 annas, as the rainfall and general conditions seemed to me 
very good : he replicHl that a certain an*a of the tliaiui was Acsided ; I 
enquired whether this area was not floodei! every year • he replitnl in the 
affirmative: he wan still however tillable to understand why his esitmaie 
should not Im* 12 annas, Besidt^ this, f btdievc, there is a latent belief in 
every Indian re|>orttug alwiit oro|>s that it is advisable to undert^timate the 
crops, betaiise then* is ti {Kxsibility of taxation. At any rate he thinks some 
harm may result in soim^ way to him if he re|)«rts the actual state of the 
crops, and the acttial pricn* at which they Mdl. In coiisecjueiux^ he itivariably 
uiidenviti mutes the (Tops and nndcrstat4*s the pri<H>. Hesidtw this d here is to 

taken into aci^vunt the “ingrained tH^imism ** n^ferred to in paragraph 
7 of Annexnre A. 

Paragraph.i 6 and 7. — PerM)nally 1 have given up in despair the bo|>© of 
obtaining a<Turate <v«tiinuU«K by riHptiring that the eHtimate Hhotild Ih» given in 
annas. The iiMUal eslitnale tif an average crop in 12 atiiiiis, hut in some dis* 
trieis I found it plami at Id annas. I have always found it difficult to find 
out exactly what an ordinary Indian iiieaiis by 12 or Id annas, Th© general 
explanation is that 16 ttniins is a full crop ami annas a bum|>©r crop. Thus, 
apart from a general tendency of reporting a 12 annas crop as soy, 6 annas, 
this method of calculation. I think, always leads to undent timation. 

As to percentag€?s, early in my service the systmn was to take 1(X) per cent 
as a full crop. This was subse<|uently altered, and it was directeil that HX) per 
cent should lie regarded as an average crop. The offiwrs reporting have 
never boon able to understand this, and an average crop is generally reported 
as 75 to SO per c:;ent. The consequence is, as has been point^ out on several 
occasionf», that the exatni nation of the statisiios for a }»eriod of years alwayv 
shows that the average outturn of crops is l>elow normal. 

Annexure A, — //, Industrial itatisties * — 

I have had some experiem'e of the coal trade as CollecUir of Hurd wan, 
when on sfiecial duty reporting on labour, as Commissioner of Chota Nagpur 
and as Chairman of a Coalfields Committee. I lielieve statistics as regarda 
production, value, price of coal, and the statistics of persons employed in the 
industry are rather better than the figurcw with r«»gard to other minerals* 
There are vantms ineaiis of cheeking them. 1 do not believe, however, that 
the figures can be in any way hwiked upon as nctuirate. There are numerous 
sutaii eollieriiMi whose returns, I believe, are often fajse. For the purpose of 
lo<*ol (paid to the llistrict Hoards) and iticomc«*tax, colliers are assesse d 
on their profits. For ascertaining the amounts, due accounts paisNKl by char* 
tered accounUnts are examined. For various reasons these cannot be regard* 
id as altogether sattsfac^tory*. The accounts of smaller Indian^awned oollieries 
are generally very unsatisfactory, and profits can as a rule only be gauged 
by gttces'Work. In the Jharia foalfield, collieries are subjected to one oees 
on raisings paid to the Jharta Mines Board of Health and to a water-rato 
on despatches paid to the Jharia Water Board. The most satisfactory 
inelhod of taxation hat* been found to be a taxation on despatehes, sinoe they 
are based on the figures of coal despatched by rail: tbese are not accurate* 
but serve as a fairly satisfactory basis of U^xMtion. They leave out of account^ 
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of course, local aales, free allowanoee gpranted to labourers, and c<oal stolen bj 
labourers. In spite of this the hgures are found to be better than the fi^^rea 
of In this connection, 1 quote paragraph 35 of the Coah&elda 

Cofuuiittee. 

35, Paras, 19 y 20 and 22, — Mr, Rees recommends that all coal brottp;hi 
out of the mines should be weighed and an accurate record kept. A Govern- 
inent rule to this effect a’ould, he considers, he U5*eful for statistical purposes, 
because the figures of despatches by rail do not cover the whole of the coal 
actually raised. It would also be useful as a check on the coal removed by 
the labourers for domestic and other purposes. 

** The evidence laid before us on this question is rather conflicting, but is on 
the whole adverse on the ground of impracticability. The advantages for 
statistical purposes are obvious. The present statistics, obtained from the 
railway companies and compiled by the Department of Mines, are admittedly 
inaccurate and inadequate, and more complete and reliable figures would 
convey valuable information ami would besides simplify the levy of cesses, such 
as the Mines Hoard of Health and the Jliaria Water Board cesses, which are 
at present imposed on raisings and despatches, respectively. The difficulties 
are, however, considerable. Weighment might be practicable in mines raising 
coal by slv^fts and haulage inclines, but would not be so in mines served by 
carrying*ont inclines, where coal is raised in baskets and measured on the 
surface : although the latter produce only about B |>er cent of the whole out- 
put, they constitute nearly 43 per cent of the total number of mines. Again, 
owing to the many oiienings in most mines, a large number of weigh-bridges 
or weighing machines would be necessary, and the expense thus involved would 
be disproportionate to the advantages gainful and beyond the means of the 
smaller collieries. There are also other practical difficulties connected with the 
varying sise and tare of tubs. 

** Taking all these factors into account, we have arrived at the conclusion 
that under existing conditions compulsory weighment is unnecessary. W'e are 
of opinion, however, that both landlords and colliery owners would he well 
advised to introduce such weighment voluntarily wherever conditions render 
it possible.^* 

Q, tt. — I agree. I refer to pages IB and ID of Alston’s “ Elements of Indian 
Taxation written in 1910. Here it is stated that in the United Kingdom 
roughly a million people, whose annual incoinoa exceed £100 and who with 
their faniilies constitute betwi>on ith and 'th of the tola! population, con- 
trihiito about y*,ths of the total tax revenue. In British India the total 
number of payers of income-tax is only 250,000 nut of a total population of 
250 minions, a number constituting with their wives and families less than 
part of the total population. The iiguros are probably considerably 
worse at the present time, since in 1910 the limit of income-tax was Rs. 1,000; 
at present it is Rs. 2,000. The present population of India also is over 300 
millions. 

Q, i.^The accuracy of the statistics may be increased by requiring that 
more detailed enquiries should be made in the case of the settlement of a 
district, but this will mean extra expense on landlords and tenants, who will 
greatly resent it, since they complain generally about the cost of settlement 
under present conditions. It may be possible, however, witbont much expense 
for Government to obtain further information when the census is held every 
10 years. 

Qs, S-f, — ^1 am not in favour of any census of production or of any 
legislation compelling the collection of information, if these are required 
merely for statistical purposes. I believe the figures obtained by both m^ods 
would with every care be inaccurate and the cost would not be justified. I 
think elaborate enquiries that will cost money should be only m^e after it 
has been decided that certain taxation should be imposed, and that it is 
necessary to ascertain what rates would be fair. I do not advocate any census 
or legislation with the object of preparing statistics to enquire into the 
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lAcicldQoe of tuition or what wmrowi of tamitoii aro |Kwaiblo« 1 do aot think 
that the roiulto deairod would be ohiaiuod, and the oa|NMiditttro would be 
nuKtljr wanted. 

ij. 9 , — 1 would diride Hi© population into the aereral elation ttaUHl betow^ 
with reference to the taxes which alfeet them. 

<i) Zamifuiari. — They are chiedy adfected by land revenue paid to Cvor* 
ertmieiit, and local ceta paid to Dittrici Boartit : most of them are aW affected 
by income-tax but not to a tarn;© extent. Their inni^itioti getierally is not so 
good ax it was before the war. The reuta they reendve mostly remain as they 
were, but the value of tnoftey has decreased. They nho find it more dtiheuli 
and expenaiv© to collect their rents, since the tenants have becHniie more in« 
deiHMident and olteu withhold payment: in conse<|ueiuHe‘ their legal expenses 
have great iy increased. 

U) Ttnanfs , — These in the province of llihar and Orissa are practically un- 
affected by land revenue : they are affected by rent payable to their landlords, 
but this does not come iiiidt^r the head of iaxiiiiott. In Government eslateH 
they pay rent direct to Government, but the general policy in Governinent 
estates throughout thit province is to fix this rent at a very low rate. Teiiiints 
are hardly affe<a«Kl at [>rc«Hf>nt by other taxation except cxfSs paid to District 
Boards and this is light. Everywhere they are loitsiderably beyer off now 
tbon they were Iwfore the war owring to the rise of prices. It l» true they 
have to pay more for things they need to buy, but their wants are few* and 
the increase in their income is altogether out of protMjrtion to the increase In 
their ex|>eiiditure. 

(,T) hou$«?.s and iradini; -These are chiefly affected by the 

income-tax, t*?!»t»ecjally European hrms. 

(4) Indian inruhantif mfiin/inj; pt on r yd tender a, fjrain dralen and baniuji.— 
From this latter clash ii largo amount of income-tax ought to Im cH^llected but 
is not, as they conceal their profits, and it is practically iiiiposstbie to asex^rtnin 
them. This seems the weak point in the taxation of the country, since flits 
cla.Hs js the one that lienefits mure than any other by a stable Government, im- 
proved coimnunicatioiis and all the conveiiienoos of a civilised Governinent, 
especially the Post and Telegraph, but they do not contribute t€i the tvo'eiitie 
in proportion with their income. Tlieir ©xj^Muiditiire as a rule is small and 
their manner of living is so mean that it is imEMMisibl© to ascertain whether a 
man is rich or poor. Unless they hold land they ©scm)H« taxation to a very 
large extent. Many of them employ highly paid servants for the purpose of 
preparing false income-tax returns. 

(5) The Profeenimal cla$$e», — The chief curse of the country is excessive 
litigation and large incomes are in many cases made by barristers, pleaders 
and mukhtears. On the other hand, the profeasion is overcrowded and many 
of theta can hardly make a living. These persotis are duefly affec^ted hy the 
ineoma-taJL It ta aaiQr for them to avoid this tax, if they like to understate 
their income, hot 1 do not believe they do this to an excessive degree, as 
othsMrwiee thi^ would lose their repotettan. in some lew instaneea they may 
axaggeraie their inoesne. Indian doctors as a rule do not make large incoinas, 
apart Itoin the Freaidenoy tewae; they are afeeted by ineome-tax, but they 
prohaUy eneape this to a oomddei^le extoat, beca u s e an underestimailofi of 
thair inoome would not be detected. Engineers ere also afeeted by income- 
tax. It is probably km easy far them to eoneeal their income than for 
doctors. 

(6) The Labcurmif dasies, — The material oonditfmi of this clam has greatly 
improved ef late years. Their exp e ns e s me few and their wages have been 
enhanced out of proportion to their wants ; they practically eneiHfm taxation 
altogetlmr. II tb^ ehocae to drink or indulge in drugs they nave to pay 
more than they did, but this does not affect tiMr general material condition. 
In the eoaBktili the rsaolt haa haag that they wovh emfy 11 or 4 days a week 
instead of 5 m f swme rly . Iho pr e hl e m ia to ruiae the Mimtugi of Bvingi nff 
X do not think ee imr the etandnrd hae been laked. 
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(7) Cl€Tk$ and employees on fished incomes , — ^The material condition of this 
eloM has innch doterioratod since the war. Their salaries in most cases have 
been increased, but conditions of life are generally harder for them, as their 
salaries do not go as far as they used to. If their income is over Bs. 2^000 
a year th^ are affected by income-tax : they are hardly affected by other 
taxes. 

(/f) Domestic servants , — ^Their adages have incTcased, but I should say they 
are in much the same iKMitian as they were bc^fore the war. Their condition 
has not been improviKl like that of the labouring classes, nor has it deteriorat- 
ed like class No. (7). They are practically unaffi^cted by taxation 

(9) Europeans , — This class taken all round contributes more than its share 
to the revenues of the country. They cannot as a rule avoid the payment of 
income-tax and the cost of their living has inereasc^d to a very large extent 
owing to the increase in customs duti€*s. Everything imported into the 
country is much more expensive than it was. 

As regards the incidence of taxation, the land revenue falls on the landlord 
and he passes it on to the tenant, but in Bihar and Orissa and Bengal the 
incidence is very light, in consequenct^ nf the pernmnent settlement. li^X’ai 
cess falls both on the landlord and the tenant. As regards excise, the tax falls 
on the consumer, and which of the* alwve nine classes are titosi affoi'UHl can 
roughly be Estimated. As regards customs, the tax also falls on the consumer 
and this is paid in India to a disproportionate amount hy class (9). A tax on 
raw materials, for instaiux*, a tax on jute, could, 1 think, only he imposed on 
the exporter or manufacturer. Both would ultimately recover the tax from the 
conaumer. A tax on ttiineraU, for instance c*<»al, would lx» handed on by the 
collieries to the consuim^r and paid by the consumer. 

Q. 9€k — In Palgrtnos' Dictionary of Political Economy (1913) two defini- 
tions of rent are given : 

(1) “ That portion of the |»rodu<o of the earth wln« h i^ paid to the land- 

lord for the use of the original and indestructible powers of the 
soil.’* (Ricardo). 

(2) “ The income derived from the ownersliip of land and other free 

gifta of nature.*’ (Marshall). A tax is detined as ‘'a compulsory 
contribution of the wealth of n person or brxly of persons for the 
service of the pxiblic powors.’* (BuKtahle). 

In Dalton’s ‘‘ Principles of Public Financo/* 1923, page 25, a tax is said to 
be ** a compulsory i?harge imposed by a public authority : the essence of a tax, 
as distingnished from other charges by Government, is the absenco of a direct 
qruid pro quo betw^een the tnx-payer and the public authority.** 

1 have nothing to criticise in the above definitions. 

I see that the question is debated whether the Indian land revenue is a tax 
or a rent, but I am unable to appreciate the force of the reasons alleging 
that it is a tax. I w'ould call attention to pages 5^f2-593 of Fawcett’s ManuiU 
of Political Economy, 8th edition. It is here stated that the British traders, 
who first settled in India, found it governed by a great number of rulers, 
who owned the soil, and derived their revenue by making their subjects pay 
a rent or tax for permission to cultivate the land. The British obtained the 
dominions of these native rulers, and could exercise over it the same rights 
of property as those which an English landlord exercisers over his own estate : 
there is no real but simply a nominal distinctien between a land tax and rent, 
since rent is the price which is paid for the use of an appropriated natural 
monopoly. If land has been appropriated by the Government, then the price 
paid for use of this appropriate natural monopoly is received by the Govem- 
ment, and is termed a land tax. If it is paid to a private individual, then 
It is termed nsnt. 

I do not see that the land revenue is different in its nature, whether it is 
derived from permanent settlements, or from temporary settlements, or again 
whetimr it is paid through intermediary landholders or direct by t^ tenant* 
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Whew a pernianent has bi*en mad«», the Governmeiit has fooliahV 

deprived itwlf of the unearned increment, anti the rent hxed is very far from 
^n gnomic rent, being a rent, which in some oaaee is not mudki above a 
nominal rent, so that though it is still rent Government have parted with it« 
(lights to increase the revenue for good and all. When land is setiled direct 
with the culti%'ators, as in certain provinces and in the kha» mahah in thie 
province, revenue and rent are the same. In neither imm is the rent an 
economic one. t.f*. one that is settled by competition. 

Q. 97. — I do not think the pros|>erity of the cultivator in Bihar and Orissa 
•is affected by the land revenue or, as the question calls it, the land tax. In 
permanently. set tied lands he is not affected by the land n>venue, but by the 
landlord's rent, the tenant's |>oriion of land revenue Wing insigniricant. The 
landlord's rt»nts, taken as a whole throughout the province, are not, I believe, 
excessive. The various settlements that have taken placx^ in tlu? Iasi ik) years 
in the province, though there are exi^piions in places, on the whole. 1 think, 
discliise that the rents paid by the tenants were considerably leas than they 
were believed to W before the settleiiients were undertaken. In many iilaces 
according to the laiidlorcrs ac^xnints exorbitant rents wen* found eiitenHl, but 
they are never exwcte<i, the landlord mrver expec^ting to realiM* them and the 
^nant never cx))e<Miug to he culhnl on to pay them. Lamllord's nhtrahs in 
previous years have b<HMi a sonnet* of hara#sttient to many tenants. They still 
•exist to a certain extent, but I believe they have be«»n very greatly rcKhu'ed. 

The causes which do influern'e the prfis|H^riiy of the rultivaUir are Mortal 
and are well knowMi. He has no notion of limiting his family : all his 
daughters must be married, and alt must have as many children as p<Mftsible: 
he is, as a rule, conM^rvative, and is ntii inclined to leave his village if he can 
help it. In consoctueiic<\ 4?»pocially in three of the districts of the Tirhut 
Division, the pressure of population on the soil is very great. An ordinary 
cultivator is not extravagant in his ordinary life and saves what he can, hut ho 
is very extravagant on o(*casions, for instance, marriages, and, to a less extent, 
funerals and other ceremonies. To (>erform those c'€*reinoiiies he plunges 
recklessly into debt, borrowing what for him is a huge sum at high inierost 
from the local rnciAa;an5, and very often being unable to free himself Iroin debt 
subsequently. The makajan often treats him kindly, reiiiitting part of his debt 
and advancing him seei], etc., on o<Ha»ions, hut the cultivator remains his 
debtor id a dependent condition with no capital of his oivn. The ordinary 
cultivator, if he* saves, generally buries his money uniler the ground in his 
.house : he may convert a portion into ornaments for his w^oiiien relatives : he 
has no notion of banking hi.s niotiey or of investing it in improvetnents, which 
w'ould increase the outturn of his fteldn. 1 believe th#s*© are the main reasons 
for the state of the ordinary Indian village, which strikc?K a new cottier to 
the country very forcibly, ru., a wretchwl colleciion of iu iiibhMlow ii ii<|uaUd 
snsanitary huts in the midst of richly cultivaiefl fields, M-ari'cdy an inch of 
which is left untilled. Taxation has nothing to do with the de}»resMsi of 

4iie cttUivator. 

Q. ffS, — I should say the criticisins are nonsense and nof worth answering. 

The land revenue assessment does not ignore the ability to pay of iW suW 
)«s^t. The amount of his income, which be has to pay ak land reveriu<% is, 
as a rule, minute in permanently-settled lands and very light in lands stfitled 
tem|M>rarily. Where lands are not permanently lasitleil. the ability pay is 
carefully considered, when a new settlemeitt is made, and Mon* the rate of 
increase is determined. 1 speak from ex|>erience of rcfsettiemeuta in the 
•diotriets of Balasore, Cuttack, Puri and Kambalpiir. 

The asaessmenta. whewe there is no system of permanent settlemeift, do not 
lodk the elemeiit of certainty. A proprietor knows he will retain his land at 
the present rent either for 20 or 30 years, and at the end of that time that 
the inereoeed revenue he will have to pay will not he large or beyond bis 
empamty. I see on page 24 of Indian Land Revenue Policy ** of 1902 that 
In oome provinoes improvementa are exempted from oasesameitt. f am i*onfi- 
dent that in no province would a proprietor he debarret] from making improve- 
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nieitt* because of the increim of rerenuo to which he would subiect himerif mt 
the next settlement. 

As regards the permanently-settled lands in Bengal and Bihar and Orissa^ 
I should say there was practically no official tyranny and extortion with 
regard to the working of the Act of 1B59« though faust and other clerks may 
exact small fees when land revenue is paid in the ColJectorate. There is 
indeed a mass of chicanery^ fraud and general villainy with regard to the 
default and sate of estates and shares of estates^ but these are practised by 
Indians on Indians and have nothing to do with officials. Collector knows 
nothing of what is going on and sells an estate mechanically according to the 
rules. What ’has happened is often exposed in an appeal to the Commissioner. 
The Commissioner and the Board have full poivers to rectify injustice, and 
often set aside sales, but probably a great many instances, especially with 
regard to p\irdanaxhi7i woiiien, are not brought to their notice. 

As regards Government estates, I am acquainted aith all the largest 
Government estates in Bihar and Orissa and instances of official misconduct 
are, T believe, very rare. 

With referenw to the time of payment of revenue, the general hi$t$ for the 
payment of ret'enu© in permanently-settled estates were settled after lengthy 
and extremely careful inveiitigaiion. They lark somewhat the advantage of 
iintformity and siniplirtty, hut the times are fixed to suit the various harvests. 
The same is true of Government estates. In these the kistf are sometimes 
altered, when they are found inconvenient. 

In permaneiitly-Hetiled and teinporarily-.settkHl estates the revenue practi- 
cally collects itself, since the proprietors are compelled to par their revenue 
by a i^rioin date; otherwise they are sold up. Therefore, the only expense of 
collection is the expense of so many (auzi clerks, so many treasury clerks and 
so many accounts clerks in each Colh*ct orate, 1 have endeavoured to ascertain 
roughly what proportion the cost of this staff bears to land revenue in per- 
manently and temporarily settled estates. The Board’s offit*© works out the 
proportion ns *72 for the whole Province. I nm not sure if this is accurate, 
hut clearly the figure is an insignificant one. Of course, the salaries of the 
Treasury Officer, the Collector and the Commissioner cannot he taken into 
act^ount, since their duties in this connection are only a minute part of the 
genera] duties they j>erforin. In Government estate's the cost of c 9 ll 6 ction is 
between 10 and 12 per cent. It is only in place.s like the Kolhan in 
Binghbhum, where the Mankt, and in Sambalpur, where the Gaontia is 
allowed a high percentage that it comes to 20 or 25 per cent. The Manki and 
the Gaontia are however not merely iahsildars : they form an important part 
in the administration. 

Q. do not quite follow why inequality should be avoided. Where- 

temporary settlements are based on prices throughout Bihar and Orissa, it is 
praotically only the price of rice which is twken into accotnt. Every one 
knows the pri^ of rice and will know if the settlement is inequitable. In 
Bihar and Orissa the rents of temporarily-settled estates are of coum con- 
siderably higher than in permanently-settled estates, but the inequality does 
not matter. 

Q, 100 , — I do not agree that Rs. 2,000 a year is the subaistenoe level in 
India. I see the Director of Land Beoords puts it at Rs. 160 a year for a 
family. 1 have not looked up the paiiers to asewtain for what reaaona ike 
exemption limit waa raiaod from Ra. 1,000 to Rs. 2,000 in 1919. Probably it 
was found that the amount of income-tax from a sees s ees whose income was bet- 
ween^Rs. 1,000 and Rs. 2,000 was not worth the trouble involved in the ooUec- 
tion, the cost was excessive and the sum collected comparatively small, while the 
pressure of the tax was felt heavily by the aaaessees, especially by those on fixed 
salaries who, as noted above, had Imn badly hit by the war. I altogether 
disagree that there should he an exemption limit in the case of agricultiural 
incomes. As stated above, I do not thii^ the aamindar is affectid by land 
revenue be is required to pay, and in the case of a miyat paying rait direct 
to Oovemment, I cannot understand why he should be exempted at all. H 



189 


hh hoiding i« he pay^t a small reut» attd if it ii large> he {miji a Urge 

rent : whether small or large, ho ought to pay real to Govamsneat for the uae 
of the land. It h not like ineomiwtax, where Gererniiietit atepi in and appro* 
priatos a share of the assessce's protita for no specitie benefit ia return. The 
miyal is paying rout not a tax. It might be praotioablo for a taxing olfioer 
roughly to estimate whether an agricuit aristas income exceeded lU, 2|000 or 
any other timit, but this would bo very difficult and it would be very inea^ 
pedient that any endiHivour shuuld bo tiiado to do this. 1 do not think the 
exemption proposed would induce the further fractioniMition of holdings to 
a great oxuuit : of course laudholders and t4;uant« w income was just above 
Rs. 2,000 would bc^ likely to part with a portion of their land on coiisideraiton 
in order to esca|>e taxation. A ratpaf generally parta with a portion of his 
land, because he wauls to raise money for a marriage, law suit or lor some other 
purpose. He geiieraily mortgages his land for this purpose and is often 
unable to rtHltH^m the mortgage. 

Q. JOl , — I do not think a tax on mutationH would check fraertiomsation, 
and I do not approve of a tax on mutations. Untler the Orissa Tenancy Act, 
the landlord is entitieil to exact 25 |>er cent of the ptmdiase price, but iliere 
is a (xmsiilerable amount of fraud with rt^gard to thetwe purchases and the 
tenant generally prod«(x*s doinimenta showing fictitious amoiinU of ixinsidera- 
lion money nx^ived. In other parts of the province the landlord generally by 
custom receives a considenihly anioutii us a mutation fee; in soiffi^ pliKxui 
he rtx^eives nothing : there is a M^rious discxission at the pnmmit time as to how 
the Ileiigal Tenancy Act should Ik^ atiieiided fixing what this ftxf should be. 

1 do not think mutations are t\ convenient form of taxation. Ah to preventing 
fra< tioiii^ation. I do not ionsider this would be effected by any tax, »inf?e it 
is .so easy to cxmc’cal these transactions, and also the amount of money that 
pAssos. 1 w’ould suggest that the lK‘st ineaiiK of priweiitiiig splitting up of 
estates is that the Ilatwara Act should bo amtmdeil and the limit raUod. At 
present an ««tatc can be partitionefl only if the Goveriimont rovonuo on the 
share of the applicant cx<xxh1s Us. 10. and if the Government reveniw^ on the 
shares of the non-appl tenants excecnls Us. 5. Estates especially in the Tirhut 
and Patna DirisionH have been for many years split up to a most iiiidesirnble 
extent and the process is continuing every year. It is true holdings, aa a rule, 
are not itsually further dividtxl by the partitions, hot 1 have nothing to 
auggest almut prercnling the fr act ionisation of holdingn. 

Q, lOJl . — The cjuestion apparently rontemplat*x» land brought under ciiltjva* 
tion under irrigation schemes executed at (lovernmerit expeiifiK^ In this 
province the cost of most schemes is met by landlords and tenants, and of 
course land brought under cultivation under these schemes mutt be private 
projierty. In of small schemes occasionally no revenue or rent is re<|uired 
for several years, since a considerable amount of labour and ext^ente is required 
from the tenants before they can derive benefit from the irrigation scheme, 
t.Q; in terracing the land. I think it would be altogether a mistake not to 
ahow waste land brought under cultiration by an irrigation iKhetwe to become 
private property. Tlie revenue should not. of course, be fixed in iJ»eri»«tutty, 
but should he settled for a certain period, in order that Oovernitient may 
obtain the unearned increment, but it is a great advantage for the developmcmi 
of such land that it should either be settled with tenants direct or settled with 
landlords, who would employ cuHivatora. Considerable ex|>ense is, I believe, 
often needed to bring tlm land under cultivation, and neither the landlords 
nor the tenants would he wining to expend large iums if the right of private 
property were withheld. JTery possihly for the first year or so ii might not be 
a^aabie to exact any revenue or rent. 

— I do not think the question is of importance in this province and 
I have never heard of any complaints on this subject. 1 believe the land 
revenue leviable by Oovemment within munsdipal limits is very smail. In 
Cideuita there is an officer called the CoUecior of Calcutta, Ime the land 
revenue cdlected by him is, 1 believe, fnsigiuficant : most of the f inie of that 
is devoted to excise. 
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Q, This nMihod cAiinat be *dopt4Mir otnce the land m’enuo ia 

alnuMt entirely paid by landlorda and eultiiratoni outaide the towna. It will 
be neoenimry to exclude the town population. Even if the town population ia 
excluded^ however, the reaulte will not be very uaefol. For inaUnce in Saran, 
littaaffar|>ur and l>arbhanga the land ia good and the population very denae, 
being aome 800 to 900 to the aquare mile. In many diatricta of the Ontral 
Provinoea and Bombay, J underatand moat of the land ia not valuable and the 
population aparae. The firat three diatneta are permanently-aettM and I 
think the hgiirea thua calculated will not give a correct idea aa compared with 
the latter diatricU. 

(2) Bimilarly it will not do to divide the land revenue by figpirea for the 
occupied area. Muiticipalitiea, jungle, and waate land mtiat be excluded. If 
the total of land revenue ia divided by an estiinate of the figures for the 
cultivaUMl area, perhapa thia vrould be the heat rough and ready method of 
estimating the incidencrc of land revenue in one province as compared with 
another. This of course leaves out of ac'coiint the pressure of population on 
the aotl, but I think it may fairly asauiiied throughout India, at least aa 

far an my knowledge gocm. that the cultivated area maintains all the ijersons 
it ia capable of maintaining. As regards Bihar and Orissa it must be 
reoogni»#d that the hind revenue in Chota Nagpur is an absolute song. 
the whole land reveiuie of Rancltt district is only Its. 14,506. 

(S) Xssesainent of soil units cannot he adopte<l for Bihar and Orissa, since 
Bamhalpnr is the only district in which soil units are calculated. 

(4) This method nitghi he useful in coinhinntion with No. (2). In the case 
of land settWd rniyatwiiri, the metho<l is a good one. Where lands are settled 
temporarily or permanently with eaintiidars. accurate figures for rents or 
annual value would probably Ik» very difficult to aHcertain. Still they could 
he ascertaiiK^l with a fair degree of accuracy in certain districts or in certain 
estates mid tli<» figurt*s aould l>e useful. s\s regards Chota Nagpur, the per- 
centagi* of land nrveiiue to rents or annual value will he a very tiny fraction. 

(5) This method, I think, might 1 h» useful in combination with Nos. (2) and 
(4) t<i give some idea of the incident' of land revenue in different provinces. 

1 am afraid. howe%'er. as regard.^ most districts in Bihar and Orissa it will be 
very difficult to obtain figures of gross or net produce of any degree of 
accuracy. Still in some di.strirts or estates figures might he obtained which 
would serve as a check. I do not think this method by itself could be 
adopted . 

Q. 105. — The whole position in this province is extremely unsatisfactory. 
A case can be made out for extra taxation on minerals in order to obtain a 
revenue for Government, but it seems to me that the present is a most 
inauspicious time to levy any such tax, especially on the coal and iron indus- 
tries. 1 should prefer that it could be considered whether a portion of the 
im^mie derived by the aamindars from royalties and by the District Board 
from cess cannot be diverted to Ckivernmeiit. I deprecate at the present time 
a further tax on the profits of the companies that work mines or any increase 
in the rates of the royalties on minerals won. It is true that the rcyalty 
on iron ore was until lately quite inadequate, but this has lately been rectified 
by the orders of the Government of India. 

It seems to me that it was an absolute sin that Gkivernment did not reserve 
for itself all minerals throughout India. Personally I had occasion to go into 
tlie subject when I eras on the Coalfields Committee in 1920. I beg to call 
attention to paragraphs 16 to 18 on pages 6 and ^of our report. It will be 
seen tlsat aa late aa 1880 it was open to Government to reverse the decudon 
which had |>revioua1y been arrived at, hut it was considered advisable by the 
Secretary of State to leave the landholders either fully to develop the mineral 
resources of their estates or to afford facilities to others to do so. These 
reasons in the light of later history seem very extraordinary. I need onfer refer 
to the petty aamindars in the Dbanbad subdivision of Manbhtun. In the late 
nineties and the first decade of the present century these aamindars, who were 
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r«ry in the scele of ei%^tltiiatiou, nuddenly jumpfidl from pororty to whot to 
them walk untold weoitli. Tliey did nothing to dettervo this wenlth, nnd hud 
^0 Soeretary of State's decision been djiferent, the whole might have gone 
into the general exchetiuer. The koittie thing has happened lately in the 
Raingarh estate in Haaartbagh, which was a few years ago seriously in debt 
and will shortly be nearly tlie richest estate in the Province. It will be seen 
from the refiort that the Lord Cham'ellor made a remark in UUO iiuestioniiig. 
the aatiitndars' rights to the minerals. The matter has since been taken up 
by the Government of Ilihur and Orissa, but I am not aware of the |iresent 
stage of the ifivt^stigatioii. 

In the next plat'e I wish to euH attention to the t^ess levied under the Hihar 
and Orissa Cess Act on <*oal, the proceeds of which go U» the District llcHirds* 
ThiK has always btHMi stibieca to di.^|iute tititl the prt^Mii position is 

exireittely unsati^tactory. I was Collator of Hurda^an for 4 years, — ItKKi. 
As Chiiiriinin of the District Ihnird, I foiiiul it difiicnii to budget what the 
rect^ipt.s from the cv»al would Iw, and t renienilwr a t^oniroversy one year 
with the Commissioner us to the <‘lo.sing balance, which I wtshed to (ix at 
Rs. 5,tMM) and the Cotniiitsstoner wished to rais«' to Rs. iJ0,tKK); in consiH|Ueiu'e 
of the riM* in the coal market my actual halaiii^^ a'UvS Rs. When Com- 
missioner of (’hota .\ag|»ur. llIlD- I loiind the District Hoard of 

Manhhtiin had the same diffe ulty in preparing their budget and providing 
for exfK*nditure. • 

In the next platv when at llurdwait f twhuvihI c'om plaints from llatiigaii) 
and Asansol that the im mne derived from the <‘onierii?s was not spcmt in the 
subdivision, hut was iitiiixtHl in other parts of the Hurdwan distriid. The 
matter was referriMl to the Hengal Government and »Sir *101111 Wmidhurn dcH^Id- 
ad that the District Board should Im* c‘otnpellt*<l to expend in the f*olliery 
iuibdivision a tH*rcentage of its rtMT«*ipt» proportionate to the cesa whsch it 
derivinl from that huImU vision. The same difficulty occurred in Manhhittn 
and it was foitml by Government in a HuhM*<|uent year that the above ordera 
were not being observiHl. The matter next came to my notii'e us Coinmiaaioner 
of Chota Nagpur. The Bihar and Orinaa Goiwnment had found the ordera 
mentioned iinpracticahle hut hud diKdarini that a large pro|)ortion of the 
members of the Maiibhum District Hoard should eonamt of r<*preNetitativoH from 
Dhanhad^ and also that District Hoard iii€M*tingM should aliernntely he held at 
Furulia and Dhaiihad, so that the colliery repreaeiitatives might ho able 
to inaiat on a fair share of the receipta being s|>ont in the Dhanhad aufMliviaion, 
This syatom however did not MM*fii to work aatiafartorily. 

Conditions have been retidcired much more aertoua by the ordera paaaod by 
the Bihar and Oriaaa Ooveriimerit in 1913, tranaferring the whole of the 
local oeaa to the District Hoards. Before this half the cesa was payable to 
Government as Public Works f^»ss and uiiiiaed for the whole of the province. 
The cess income of District Boards since 1913 has therefore been doubled. As 
far aa Hanbhum is concerned, I lielieve the District Bfiard has always found 
the greatest difficulty in expfuiding the inr^ome; there has always been more 
money that could be spent in the Dhanhad subdivision than that subdivision 
required, and the closing balance of the District Board was always dispro- 
portionately high. Things are much worse at the present time. The Chairman 
of the District Board is still the Deputy Commissioner of Manbhum, but I 
understand the District Board has been captured by a crowd of igaoraiit and 
prejudiced noii-co-operalors. The Deputy Commisaioner is powerless to control 
them and the large income derived from the colliery areas is now wasted* I 
have not heard whether the poatiion in Burdwau is similar. 

As regards Haaaribagh I have lately received an interesting report from 
the Deputy Commissioner. He states that the cess demand of the dlsirici for 
129S-24 was 7 lakhs, out of which 1| lakhs came from the assessment of lands 
and 5-62 lakhs from the cess on coal mines. In 10 years’ time the output of 
the collieries in Haaaribagh will at a modest estimate be not less than 0} 
minion ions a year. Taking 6 annas a ton, which is the average paid by the 
preaent collieries on their output, there will in 10 years* time be an incMmie of 
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M lakhft. Th« coal industry Mng grorndy orertaxed for the benefit of the 
teat of the distnct. The District Board, an at preyent constituted. Is not 
44ipable of expending its income wisely and in 10 or 15 years the income will 
be one which he feels certain Qoremment will not allow the District B<Mrd 
to enjoy. The mining community, who contribute the bulk of the District 
Board’s income, are in a miriority in the District Board : the majority is 
composed of Swarajists, Congress men, etc., who pay little regard to the 
wishes of the mining conimuiitty and are unfit to spend the income of the 
District Board. The Deputy Commissioner recommends that the assessment 
on mines should be subject to tlm approval of Government, and that Govern- 
ment should interfere, when it l>eeoines apparent that those who contribute 
the bulk of the taxes receive an inadequate return for their contribution. 

The question of the assessment on rollit^ries to local cess is now receiving 
the attention of the Bihar and Orissa Government, the late Commissioner of 
Chota Nagpur having twice raised the question that a ec*ss on despatches 
should be substituted for tin* cess on profits. There is no doubt certain 
collieries in Haxaribagh are paying a very high cess. The Deputy Com- 
missionor estiniateM this at 0 annas a ton, against 4 annas previously cal- 
culated, but this is much higher than the cess paid in Dhanbad adhere the 
highest rate .seems to be slightly under 3 annas and the general rate much 
less. The raits may he lowered, but it seems to me. however, this assessment 
difficulty is decided, that the question is one that might well bo considered by 
the Taxation Committee, since the revenue obtained under any system of 
assessment must be a very large one, and it may well be discussed whether the 
whole should at present he paid to the District Boards or whether a pro- 
portion of it ought not to be diverted to the provincial revenues. 

As regards other minerals the position is not the same. The most im- 
portant is iron ore, most of which, with the exception of certain of the Orissa 
Feudatory Biatea, is situaietl in the Singhbhum district. For many years 
the District Board of Singhbhum will need all the income it can obtain. 

Tlie mica industry in Hasaribagli is important and at present Government 
only derive an insignificant revenue from this, being merely a dead rent of 
Hs. 1-8-0 f>er acre on lands leased out in the Government estate at Kodarma. 
The Deputy Commissioner calls this a nominal quit rent : a certain amount 
per maund is assessed as profit on all mica mined. The total revenue 
received by Government is only about R.s. 29,000 a year. The subject is being 
investigated but it is clear that this source of revenue is neglected by Oovem- 
ment. Questions in connection with mica are very difficult at the present 
time, and I have not worked out definite proposals. 1 merely bring to the 
notice of the Committee that mica is a potential source of considerable 
increas<Hl revenue. A tax on outpiit combined with a tax on royalties is 
what was suggested by the Deputy Commissioner last year : the last sugges- 
tion I have seen from him is to raise the rate of rent to lessees from Rs. 1-S 
to Rs. 5. 

With regard to minerals generally, therefore, my suggestions are that the 
legal position should again be reviewed, and that, if possible. Government 
should step into the place of the samindars and obtain the royalties now 
paid to them. With regard to coal, I would divert a portion of the income 
now derived from cess from the District Boards to the provincial revenues. 
I would not increase the present taxation except writb regard to mica. As 
regards mica, I would investigate the possibility of obtaining a much higher 
revenue. 


Mr. Foley gove oral eei^ence u fellom 

The Preeitlent. Q. — ^The lirst part of y-onr note, which deals mainly with 
statiatici, we ahall pass on to the other Committee (the Economic Enquiry 
Ckanmittee) which has been constiinted. Ton are very emphatic on tiie under. 
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etiimaUng of crops and joo say that is afasotiaUly impossiblo to mako an 
arerage Indian diosr understand wliat is meant by normal or average 

Tob: it is a typical instance that 1 have given. 

Q . — ^You say the most satisfactory method of taxation has been found tc 
be taxation on de<ipatches ’’ ; but at a later stagt^ you mention a tax on output 
combined viih a tax on royalties. Would it be possible to combine a ftat 
rate on despatches with a percentage on profits over a fixed amount^ The 
point is that a tax on dt^paicbes only would be hard on the poorest quality. 

A, — ^Yes; it would be hard. A question under considoratioti at present 
is arheiht^r local cess at present imposed on profits should bt? changed to a oesa 
on despatches. I found about 21 reasons on the one side and 10 on the oUier. 

I have not thought out the qiu*#ition whether a cess on despatches should be 
supplemented by a cess on profits over a certain amount. 

Q - — In tlie last page <*f your note you say with regard to mica '* a tax 
on output combi iKHl with a tax on royalties is what was suggested by the 
Deputy Conimissf inner last yt^ar In the case of Government mince, ctiuld 
you not take that in the »hii|H‘ of a i>ercentage on tho profits over and above 
a fair level of profit:^ 

A . — In the « ane t>f Itovfrnnunit mines. 1 think Government an ust take the 
royalty. It would be very difficult to take a |>erceutage of profits. 

Q . — I was talking about the general metluKl of taxing the mines. You 
may call it a cess or a royalty, or a tax. I want to know whether you iMnild 
not try to combine those two different principles. 

A. — The royalty is a definite charge on all mines. In the case of oolUeries* 
there is a local cess leviiMi for the benefit of the District Board. This is 
levied (1) on the collieries, (2) on the royalty-receivers, w^ho are In all eases 
at present landlords. 

Q. — Mr. Boot t suggeste<! to us that you should have one fund and make 
a contribution from that fund to the District Boards. 

A. — I do not agree with his proposals on this subject. 

Q , — How does the proposed tax of 4 annas a ton differ from the royalty? 

/i. — It would not differ from royalty in the ca.se of the Government lands. 
It would differ in other ca-ses, where ctuil belongs to private proprietors. 
The landholder, the royaIty-r©f;eiver, is one person and the colliery company 
another. 

Sir Percy Thompson. Q. — It w^ould always be passed on to the consumer P 

4. — Yes. In 1920 the Coalfields Committee thought that a cess of S annas 
would not hurt the coal trade: there has been a slump since then and I 
do not think this is correct now. 

Q , — Suppose you put on annas 8 a ton and it raised the price of coal by 
annas 8P 

4. — would raise the price of coal and the lower grades particularly 
would suffer. The rate would be placed on all kinds of coal, and at present 
there is only a 8tea<ly demand for the higher qualities. 

The President. Q . — ^The private owner has no power during the term of 
the lease of raising his royalty. That is determinerl in the lease. 

4. — ^Yes: he canaot raise it during the period of the lease. 

Q . — What is the rate generally P 

4. — It varies between 2 annas and (in one colliery 1 am acquainted with) 
one ra|>ee. The average is 4 or 5 annas. 

It would be a perfectly legitimate subject of taxaiion to tax royalty, 
because it is purely an unearned increment. 

4. — Yes: it is certainly so. 

Q , — Suppose the Government when putting on the 4 aniias, put it in the 
shsme of an increase in the royalty so far as tiie Oovanunent land is con* 
emedt 
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would be no objection to far as Ooveminent conieries were con* 
cerned* In this province there are hardly any collieries in Government 
land. 

Q . — It feetned to me that it was in your power to raise the royalties and 
no other Government could have said anything. 

A . — I have not seen the proposal of the Bihar and Orissa Government, 
• toyaitios on minerals cannot be increased by the Ijocal Government. 

course, the other Governments a*ere asked what their opinion was 
and they said naturally that it was an Imperial asset and it should not 
l^e taken by the Ixical Government. You can get leave to change the royalty 
■with the sanction of the Secretary of State 

A. — ^Yes. 

C.-— Can you change it during the term of the lease 

4 .--No. 

Q . — You tluui tell UK about your proposal on the Coal Ckiininittee regard- 
ing coinpulHory weighnient. Has any progress been made in the matter 
since f 

.4. — r have not visited the coalfields since, but I should think it was very 
unlikely. 

Q . — Could you give us an idea of the action taken on the report of the 
Committee ? 

A. — The proposals were not accepted. I believe the expense was found 
prohibitive, especially as the slump occurred shortly after the Committee 
submitted its report. 

O. — ^In the Government mines, have you any provision tor economical 
exploitation F 

A. — No. There is no one in this country who corresponds to the ** land- 
lord's agent ’’ at home. The duty of the Inspectors of Mines is only to 
look after the safety of the miners. 

Q , — May wa come to question No. 4 ? You say that there is a complaint 
generally about the cost of settlement under present conditions. How is 
the cost of settlement fixed between the Government, the landholder and the 
tenant? What is the share of each? 

A. — I believe they vary, but I do not remember the shares. 

V. — The Act provides that the Local Government may fix the shares 
between the lamlholder and the tenant? 

A. — 1 think so, 

Q , — But the Government actually pays its share as an act of grace? 

A. — Yes: 1 think so, A share used to be paid by the Government ot 
India. 

^ Willi regard to question No. 9, you say that hindholders “ find it 
more difficult and e-xponsive U) collect their rents, siiu*e the tenants have 
liecoine more indeiumdent and often ivithhold payment: in consequence their 
legal exiienses have greatly increased.'’ Is there a tendency for this to go 
on increasing? 

.4. — It looks as if it would, but of course I cannot prophesy. There is 
trouble in Champaran on this account, and there was special trouble in Orissa 
in 192^2. The non-i‘o-operation movement is still going on and these people 
are putting the tenants against the landholders. 

Q * — AnyUiing in the shape of a campaign of that sort would create a 
aerious difficulty to the landholder? 

A.— Yea. 

Q . — What is the process of settling the kkos mahah? 

A.— Under the Tenancy Acta, 

Q,— You settle the rente P 
A. -'-Yes. 



145 


But you tdio ft share of that? 

A. — ^The whole rent is Governtnent^s : I consider the rates are very 
lenient. 

Q , — Much lower thm in rsiyatwari aresa? 

have no experience of the raiyaiwari provinces. Tho>* are miicli 
lower in Government estates than in aamindari areas : 1 can cite a village in 
Gaya, eight annas share of which is held by Government, the rente in which are 
much lower than in the other eight annas. 

Q . — Everywhere the tenants are considerably better off tban they were 
before the war on account of the rise of prioeaP 

A, — Yes: on account of the rise in the price of grain. 

Q , — Then you say that a large amount of income-tax ought to be collected 
from Indian merchants including money-lenders, grain deaU»rs and hanwBy 
but you cannot get at it, 

A. — Yes: that is my experience. 

Q . — la it possible to get at that by something in the shape of a license 
tax, which was in vogue under the old Income-tax ActP 

.4. — I do not know how it would work. 

Q , — ‘You do not ascertain a man’s income. You know that it#i« below 
a certain amount and you take a fixed amount — something like the profession 
tax. 

.4. — Perhaps it might be tried. 

Q . — Would not your ehavikidari tax give you a guide P 

.4. — No. The maximum of ohaukidari tax is only Km. 12 a year. 

Q , — All you would have to do is to examine the |>eople who pay the 
maximum chaukidari tax. 

A. — But the hooks are very rough and they are prepared by tlic village 
people themselves. I do not think any results would be obtained. The 
assessments are made by the panehayats. 

Q , — ^The panehayats would know then. 

A . — But they will have their own friends, relations and so on : they would 
not give true figures. 

Q . — With regard to labouring classes, you say their expenses are few 
and their wages have been enhanced out of proportion to their watits 

A. — I was thinking especially of the labourers in the coalfields^ 

Q , — But the agricultural labourer is still badly offP 

.4. — No: he is much l>etter off than he used to be. 

Q . — Does not he still get two annas in some parts? 

A. — No: I do not think so. He gets four to six annas. 

7>r. Pomn;pi/f. Q . — WV were told by a planter yesterday that the daily 
wages of the labourer aere two annas a day. 

A. — Probably he gets something extra from the factory or he would not 
work at this rat<». 

The President, Q , — Y’ou conclude your answer by saying that the 
European pays far more than his share. Yon have not attempted to work 
out any figure showing what proportion of the whole each of these classes 
pay. Have you? 

A.— No, 

Q , — In answer to C|uestion No. 96, you say “ the esaenoe of a tax is the 
absence of a direct quid pro quo between the tax-payer and the public author- 
ity W> just heard Professor Hamilton who won’t have that portion of 
definition. 

don’t pretend to much knowledge of Political Economy, since it is 
4M) years since I seriously studied the subject, but after reading what you 
show me that Professor Hamilton says in his evidence, I should say that I 
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do not agree irith him. He teems to me to use the word **reni” in m 
•econdar^ or tort of bastard tense. 

Q . — Tliere is uothiiig very much in issue because you say a land tax and 
land revenue are the tame. 

A. — ^Yet. I am quoting Fawcett’s opinion. He says the land in India 
belongs to the State and we simply stepped into the shoes of ^e Moghul 
Emperors. 

O. — If Government is the owner of the land, then how is land revenue a 

taxf 

A. — The term is land tax. Fawcett says a land tax and land revenue are 
the same. 

<?. — In answer to question No. 07. you .^ay that the landlords’ ahwahB have 
been greatly reduced. Can you tell us what they are? 

A , — They are demands made by the landlords in addition to the rent. 
They are most common where the rents paid by tlie tenants to the landlords 
are very small. Sometimes a contribution towards irrigation is exacted, 
aven when there is no irrigation provided, presents are exacted on the 
occasion of a marriage in the landlord’s family, on the birth of a child, visits 
of the landlord and so on. In one district 1 heard of a tax called 
** Hawaii levied for the upkeep of the zamindar’g motor car. 

Q . — These correspond to what they call cesses in the United Provinces. 

A. — I do not know. They are illegal, hut when the .sums are small and 
customary, r.p., on the occasion of a marriage, the people generally do not 
mind paying. Where they are carried to excess, it becomes extortion. 

Q . — ’What is mhrni? Is it like nazarana in the United Provinces.** 

.4. — It is the payment of a lump sum down, generally when a settlement is 
made and the rate of rent is often reduced in couMHfuenc 2 e. c.p., instead of 
settling land at Us. 10 per acre a landlord might take so many hundred rupees 
down and settle it at Hs. 5 per acre. 

Q , — Do they take premium in lieu of showing enhancement of rentP 
.4. — Not HH a rule. Salami is generally paid l>ecau^ a tenant wants, e.p.. 
land, minerals or a forest from a landlord. It is only when a lease expires 
that a landlord conld exact salami instead of eidinncing rents. 

Q , — You refer to their taking 25 per cent if the tenant sells his occu- 
pancy right. 

A.~;-This is the mutation fee prescribed by law in Orii»sa. lii Bihar there 
ia a dispute going on as to what mutation fee should be prescribed in the 
Bengal Tenancy Act. 

Q. — Have not loc^al bodies power to tax local markets? 

A. — I think the municipalities in the province have no power to uix exis^ 
ing markets. 1 know' of several municipalities where it was found n *t worth 
while to open municipal markets because private markets existed. 

Q . — ^You could not impose license fees. 

A.^Noi nndar the present law, except for new markets. 

Q , — When the Sara bridge was being built, Government found tfi.*mselvee 
unable to put up a market for the benefit of the coolies because the ]andlordi» 
had a right to establkh Aops, 

A. — I never heard of the case. 

Q . — ^You refer to Act XI of 1869 and say that there is no official tyranny 
and extortion. Under the same question you refer to the cost of eeliection 
ef land iiMrentie as *72 as given by the Board. 

A.— Yes. 

Q. — ^Mr. Dain gives us a reference to an estimate by the Board whioh hi 

pnti ia 1*57. 

A»~I have no knowled^ of Mr* Dain’s reference to Urn Board* Tlie pev^ 
etttlige dependa on how the cahmlgtion is made* My ettinutte mu3mim the 
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cal«ry of the Collector, the Treeeury OflBkrer and others. I am simply iaJciiig 
the cost of a few accounts and treasury clerks. 

Q, — Mr. Dain says his estimate was prepared by the Board. 

A. — It was not shown to me. My estimate was prepared on the date I 
myself stated. 

Q , — You say In Government estates the cost of collection is between 10 
sad 12 per cent. It ts only in olaces like the Kolban in Btni^rhbhum where 
the Manki and the Oaontia is allowed a hif^h percentage that it comes to 
20 or 25 per cent Who is the GaoiitiaF 

A. — Gaontia is a sort of tahsildar, though in Sambalpur he is very like 
a aamindar. He is a sort of middleman and is nlloaHnl 25 per cent of the 
collection of land rerenue : he has certain public duties to perform in addi* 
tion. It is, I believe, a Central Provinces system. In Binghhhum the Manki 
collects rents in much the same way. hut his duties are different : he is among 
other thing's a Police ofTicer. The aborigines under the MankU are assessed so 
lightly as possible. 

Q. — Wo never mot Gaontias in the Central Provinces. 

A. — ^Thore are Gaontias in some of the surrounding Feudatory States, 
c.g., Patna, Kalahandi and Sirguia, There are middlemen akin to Gaontiaa 
in all the Feudatory States but thej' have different names in diffef1»nt States. 

p. — In answer to question Xo. you say you don’t follow why inequality 
should bo avoided. In the raiyaUvari provinces the aotUement is based on 
commutation rates which are luiiitecl on the prices of the last 20 iion*f amine 
years. 

.4, — I have no knowledge of raiyatwari provint'es. 

Q, — Is there no charge made on mutations at present? Do you register 
them all ? 

A, — ^They are only registered by samindars. 

p. — You keep no registry of tenancy. 

A. — A register is only kept by landlords. These are prescribed registers 
for Government estates, in which mutations are entered. They vary in 
accuracy. 

p, —Otherwise the record-of-rights in samindari areas is written once in 
thirty years. 

A. — ^Yes, a revision settloment is generally made after 20 or 30 years. An 
attempt was made in Orissa to maintain the record*of-right« up to date by a 
separate establishment for mutations, but it was a fnihire. In Government 
estates the record is kept fairly well corrected up to date. 

Q. — ^What is the Batwara Act? 

A. — The Estates Partition Act. 

p. — You would raise the limit? 

A. — Yes, there is a sort of geometrical progi^sion. An estate gets split 
«p again and again, and Government gets nothing except mors trouble alt 
round and more uneconomic holdings. 

p. — ^You don’t charge any fee for partition ? 

A. — ^Thero are partition funds and the estates pay for the cost of partition, 
hut they do not pay for the Collector’s time. 

p. — ^Does not land inside municipalities that is not used for agricultural 
purposes escape taxation? 

A. — I think there is a small land revenue realised from all land within a 
municipality. 

p.--*That is a class of property that well be taxed. 

A. — ^I do not know how Government could get the money from extra taxa- 
tion: this would go to the municipality. The municipality obtains the 
house tax. 

9 .— That is very light, only 7* per cent. 
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A.—Ym. 

Q.-— Landlords have necured werj macb uneamad iticoiiia on hoiiao 
proparty. 

A.— Yea. 

Q, — 8o thara la conatdarabla acopa for taxation. 

d.— Yaa. 

Q , — The quaation of aacertaining the comparatire incidence of land 
revenue ia very difficult. Could one aaoartain the pitch of oompetitiva rente 
from ilia regiatera of auh-regiatraiion officeaP 

4. — PotMiibly, hut I doubt it. Many fictitious documents are regiaterad, 
r.a.f for purpoaea like land acquisition, where no consideration money patsea. 
Fabulous sums are sometimes entered in these cases in order to get more firom 
Om'ernment. 

^.**-*Would not the leases registered in the ordinary course of business 
help us? 

A. — Yes, 1 think so. 

Q . — You fiiay this ia an inauspicious time to levy tax on minerals. We 
are not suggesting anything for immediate action. The report may serve 
as a general book of reference on the whole question of taxation to Govern'- 
ment in future. 

A. — I understand. 

Q , — You would regard the royalties paid to the aamindars as an unearned 
income and a fair object for considerable taxation P 

A. — Yes. Before 1 was on the Coalfields Committee I was under the 
impression that the matter had been decided long ago, and was not ot>en 
to question. 

Q . — Granting that you are not going back on your previous declarations, 
could you not at the same time say that this is a fair subject of taxation and 
that you will have to legislate specially for that? 

A, — Yes. I think Government should obtain at least a share in the royal- 
ties of the samindars. 

Q , — Would you practically take back the administration of the cess and 
give the District Boards a shareP 

A, — No. Up to 1913 one cess was levied, half of which went to the 
District Board as road cess and half to the provincial revenues as Public 
Works cess. I suggest that Government should take back the Public Worka 

Q . — ^The present position is rather anomalous. 

A.— Yes. 

Q , — Is it not a misnomer to call it a oessP It really is a tax that ought 
to levied by Government. 

A. — It seems correct to call it a oess because it is levied for expenditure 
in the district on roads, hospitals, schools, etc., not for the general pnrposea 
of Government. 

Q , — In the Central Provinces they attempted to deal with a similar problem 
by converting a colliery area into a special district. 

A. — ^I have no knowledge. 

Q , — Yon say that at the present rate the income from the cess will he far 
greater than the District Boards can spend. 

A.— Yes, unless you raise the standard of the colliery districts enor-* 
mously above the standard observed in other districts. 1 maintain also that 
the present District Boards are incap^le of jading tiie money properly. 

Q . — ^Have you no power to reduce the rate? 

A.*— The District Hoard has the power but srill never exsroise 
always imposes cess at the maximum rate. 
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District Boards can radneo tha rata if they want to. 

1.— Yea. 

Q . — ^Toa tay In your netnoranduin tliat tbe 4)uastiott of tlie aaaeitmant oa 
collieries to lo^l cess is now reoeiTtng Uie attention of iHe Bihar and Oriasa 
Ckirernment, the late Commissioner of Chota Nagpur haring twice raised 
the question that a cess on despatches should be substituted for the cess on 
profits. The Deputy Commissioner estimates this cess si six annas a ton : how 
does he arrive at 

A , — It is partly arrived at by estimating what it would cost the Bailways 
if they did not supply Iheir own coal. 

Q. — ^He calculates the cess on profits on coal at six annas a ton. 

A, — Yes : it is a higher rate than what had previously been estimated, but 
this was four annas a ton. There was correspondence for several years before 
the Government of India decided that Railway coUieries must pay cess to a 
District Board. 

Q . — Now that the East Indian Railway has become Government property, 
they would become exempt again P 

.4. — I have not studied the point* 

Q , — On the last page of your written statement you say that the proposal 
of the Deputy Commissioner, Haaaribagh, with regard to nitc^a was to 
impose a tax on output combined with a tax on royalties. Can ymi give us 
any more details about the proposal P 

A , — He has not worked it out. At present the Government estate con- 
taining mica is let out in sciuares on a dead rent of Us. 1-8 an acre, which 
is much too low. The Deputy Commissioner has since propose<l to raise the 
rate to Rs. 5. Everything connected with mica is extremely difficult on 
account of the enormous amount of theft prevalent everywhere. For this 
reason it is probably impossible to put a tax on output, and a tax on royalties 
would be equally difficult. 
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Written memorandum of Mr, Farreit, 

Q, 206 , — I have not been able to utidersiand how this classification would 
apply to Indian conditions. In this prm*ince and in Bengal the services 
performed by local authorities are as follows : — 

IHHriei Boarde, 

(1) Obligatory— 

A. Pounds. 

B. Education. 

C. Medical. 

D. PubUc Works. 

E. Banitation. 



(2) OptionAl — 

F. V«<jcinAtion. 

G. Onsvjr. 

H« Famioe Belief. 

I. Mii»cellAiieou» [main items (a) VeterinsiTTy {b) Agricultural], 
Municipalities,^ 

(1) The oonsenraucy of the town (public and private). 

(2) The construction and maintenance of roads and streets. 

(3) The lighting of roads and streets. 

(4) The maintenance of a drainage system. 

(5) The provision of filtered water and the control of private sources* 

of water-supply. 

(6) The construction of bridges, drains and municipal buildings. 

(7) The maintenance of public markets. 

(8) The inspection of private markets and the food-supply generally. 

(9) The registration of births and deaths. 

flO) The entire or partial maintenance of a force of Town Police. 

(11) « The advancement of education. 

(12) The maintenance of hospitals and dispensaries. 

(13) The taking of measuriMi for dealing with plague and other epidemics. 

(14) The maintenance of a staff of public vaccinators. 

(15) The prevention of fires and the maintenance of a fire-brigade. 

(Iti) The regulation of the building of bouses and huts. 

(17) The opening up of crowded and itisanitary areas. 

(18) The maiutenaiice of pounds and ferries. 

(19) The maintenance of public burial-grounds and burning ghats, 

y,B , — The obligatory duties, “ as far as the municipal fund i>ermits,*’ 
are — 

“ To cause roads, bridges, tanks, ghats, wells, channels, drains, latrines 
and urinals, being the property of the Commissioners, to be 
maintained and repaired, and the municipality to be cleansed.’’ 

The remaining duties on the list are optional. 

Owing to the difiicuUy 1 have mentioned in the first sentence above, I 
am unable to reply to the second ()art of the question. 

Q. 107.— (1) Yes. (2) No. 

Q. 108 . — I have no experience of octroi, but the other two taxes mentioned, 
viz., house and land tax, and land cess, seem to me to be satisfactory from an 
aconomio point of view. There is also the practical reason (which carries 
S|iecial weight in India) that people have become accustomed to them. 1 do 
not recommend that either of these taxes should be discontinued, 

Qs, 109 and 110 . — 1 have no exp^ience of the octroi tax. This tax is not 
in force in Bengal or Bihar and Orissa. 

Q. 111 . — 1 hold strong views on this point. In municipalities where toll- 
bars are more or less under the eye of authority, there may possibly be s<me 
excuse for the toll system. But 1 am of the opinion that, in the mofussil,” 
the system exercises an injurious effect on the carrying trade of the oounii^ 
wholly disproportionate to the amount of revenue it brii^ in. The paymmit 
of the acfiual tolls is a smal] matter. What is really serious is the opportuni- 
ties the mtem gives to (o) the holding np of the traffic by lagy nnd irrespon- 
sible toll-keepers, and (6) the levying of illegal exactions from ignorant and 
helpless eartmen and others. 


^Bee pagss 36 and 37 of **Tlie Indian 
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Q. Hi , — («> la opiniaa» ym, la tW mm af tha land ww»> tha hlwtaritsil 

Croands am spadallj irtroag. 

(6) I do not quit© undomtand this quostion. If ii maaas^ Is any in« 
areas© in the landlord*! ahnm of the house or land tax or the land ceas 
muiofnaiimUy shifted on to the occupier/* I should ho inclined to reply in 
the negatire. 

Q. US , — 1 approve of these limitations on the power of Piatriet Boards 
and Municipalities in the two provinces with which I am acquainted. The 
local bodies constituted hr the new Acts (which have coin© into form this 
year only) are, in my opinion, unfit to 1 k> given a widtw discretion in this 
matter. 

I hare already ohserA t^l many signs that the almost roinpleie freeing of 
these bodies from tji^rnnl financial control is going to result in a serious 
waste of puV»lic money. 

There is no com pon sating internal check, or steadying infineiu'C, such as 
is provided in England hy Town Clerks and Clerks of DUtrict Councils, and 
by the ^no.o-perinanent ofliciah in charge of departments. Municipal and 
District Board servants ot every grade have now l»een plnci'd in a position 
of absolute dependent ^ on the voles of the maiority of the Committee. 

Q, m . — T cannot give the exact amount, hut in practice only persons in 
very indigent rircunistances - heggars, widows, etc. — were exempted. No 
ab!e-b(x]ied person was exempted. T think that this policy is a soun^ one. 

Q, 115 , — In my opinion the chief defect in the existing Inw with regard 
to the assessment *' provisions in ref5iw*ct of munieipalitieH is that it dooa 
not secure an honest nrfuaftftn. I have discussiHl this point at length in 
** The Indian Municipality,” pagi>s Ksl — 1T2, whore 1 have given my rensoiti 
for recommend in that the law should he altered so a« to provide that in 
municipaliti«*s where taxation is lm.sod ou rental values, the valuation being 
subject to perimlical revision, this revision should ho made hy the revenue 
anthorities of the district, the Coinniissionors having no emneern with it what- 
ever.” 

Q, 116 . — No experiemo. 

Q. 117 . — In this province the grants-in nid nindc hy Government to local 
bodies constitute from 30 to 40 jier cent of their incomes. In my opinion, 
«uch grants should be ^earmarked.’ I am unable to suggest any general 
formula for calculating the arnounta of such snlisidies, 

I am of the opinion that the |>resent Arrniigemenis under wdiirh muni- 
cipalities borrow money for permanent improvements are inadequate : 1 

think that the financial nssi.siance given by Government to local bodies might 
in a large measure take the form of writing off the loss incurred in giving 
easier borrowing terms. This point is diftcusscHl on page^ 172 — 170 of “ The 
Indian Municipality,” w here f have given my reasons for rec;ommending that 
” the rate of interest charged by the liOcal Government on loans taken hy 
municipalities for expenditure on ' permanent ifiiprovements * should he 
reduced, and the period of repayment extended.” 

Q, llS . — I would say that outside the capital towns such a stimulus is 
pracytically non-existent in the case of sanitation/ very slight as regards road- 
maintenance and fairly strong as regards education. 


Mr. Foreet f ave oral erideace •• fdlewi i-- 

n# jPfuideid. Q,-—l understand ym made a ftudy of beat 
mmtt in Europe? 

A. —I did in 1909-1910. But I have not kept myself in touch with post- 
war developments. 

^Vide ” The Indian Munietpality,” paipsa 
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0.«-T<ni nMitlon ibm prmmurm of toutioii on tho Xhtropow. Hsiro ym 
triod CO find out tho ootoul amount of tax paid by Europoana on a nomial 
family budgatP 

*i* — No, 1 liaro not liad a normal budgot to work on. 

— Witb regard^ to Quoation lOfl, you do not think the elaasification into 
onaroua and banoAoial to ba i^pHoabla to Indian oonditiona. 

A, — I hare tried to apply it; but I have not found that it hta in. 

Q. — Taking mnnicipalitiaa cannot you regard the prortaton of water aupply 
aa a beneficial aerrice and education and sanitation as onerous aerrioes? 

H. — Yea. But in some of the aenriceii rendered, for instance conHervaucy, 
it seems to me to be diftoult to diatinguish the onerous from the beue* 
ficiaL 

Q.— They may lie oonsidered as both. 

A. — That was my point. 

Q , — Would you not aay aa regards the beneficial service that the measure 
of payrmuit ought to be the extent to which the tax-payer utilises* that 
aervioe.*^ 

An — Vi'S. That is theoretically coriwt. My point is that I am unable 
to distinguish between the two kinds in pracfict. 

Q. — Take for instance the water rate. Is not that measured roughly by 
the <]|uai|tity of water you take. 

A , — In India it is not. The water rate is illtroduc€^d hy wards. One ward 
may have the water rate and another ward may not. 

Q. — Because there is no water there. 

An — They get water from the stand pipes. Where people get water in 
their own houses they get more advantage from the watt»r supply. 

Sir Percy Thompson. Q , — And they are charged accordingly, 

A . — I do not think it is so. A large portion of the population has to 
get its supply from stand pipes. These stand pipes and connections are 
not given over the whole of the ward. 

(I, — If a municipality starts a water supply, rougldy s|>caking. it charges 
the rates proportionately to the supply. 

.4. — But only very few houses are given house connections. 

Qn — Is that so in this province? 

.4. — I am speaking of Howrah which is a very ad%'anced municipality. The 
water supply was very small-—^ to 7 gailoii.s per head. Water connections 
were not gi%*en freely. 

Qn — Are they given in Calcutta generally? 

A. — In Calcutta it is different. They have a liberal filtered and unfiltered 
water supply. In Howrah we had merely a filtered water supply which 
provided 6 or 7 gallons per head and we found that house connections led 
to a great deal of waste. Then^ore connections were not freely given and 
there were constant complaints from house owners on this score. The control 
was exercised by the regulation of the diameter of the pipe according to 
the tax paid. 

Q . — Will the municipalities prefer to have octroi rather than to impose 
house tax, profession tax and the like? 

An-^l have no experience of octroi, but I think Indians prefer indirect 
taxes. 

Qn — In Europe, are not local bodies compelled to impose certain direct 
taxes by law? 

A.— I do not think so. Freadi munieipalitieB get 85 per oeni of their 
income from octroi and another 85 per cent from centimes additionek’^ 
calculated on the state and department taxes. 

The ** centime additioael’’ is obligatory? 

.4. — ^Yes. but the rate is not, Th^ base their local taxes on the state 
taxes. Each municipaHty fixes its own rates as far as I remember. 



Q.-^U * local authority wanti suora monay it would haTO to ratio it by 
iuoaiit» of Hoioc «|i4»eified tax which js controlled by the Ooutral Ckwrernniont* 

.4, — No. They can raise their rateit. 1 am afraid, however, my notoa on 
thia point are not up to date. 

Q,-— You say octroi itself is a bad tax. 

d.— Yes. I should sey that, but 1 have no personal experianoe of thw 
working of the tax. 

— Aa^umifig that it h a bad tax, would you allow the Central or Pro* 
vincial Government to inlen*eiie to raiM* the liothne tax^ 

d,— This is a “transferred subject’' out here; and since the Ueforms if a 
local officer writes to the Government rntieixing a pohey that he considers 
wrong, Governtueiit usually says, “ Tlu* otuiiinii of the Iin'iW luHly must prevail. 
Thay must Isarn by their own mistakes." Therefore I think it would be 
difficult for the Government to force through such a change by legislation. 
There would be the political difficulty. 

— That dis^s not afftH t us. 

.4. — 1 am afraid 1 am liHikiiig at the mutter from th«» point of view of 
the practical administrator. 

— Should we Hdviea> the Ministers of the future that house tax should 
be obligatory and the other taxes should be optional!^ 

d. — There are many practical objer^tions U* the rate of house tax being 
inrrease<i. I think it ought to l>e supplemented hy somethirtg like a lociu 
income-tax. 

Q . — There is the difficulty of asses.Hmcnt and collec^tion, IxN^auss wlisrsTsr 
you have anything like a UK^al income-tax, as on circumstances and pro|fertyi 
the complaint is that it is unequally assessefl. 

4. — You cannot assess it fairly. 

— I wi^h t(» know whether you can niigg^xf any machinery to do the Iin u! 
income-tax work, 

A , — Just as the Land Acquisition inuchinery might Ih» utilised for purttoses 
of valuation in coniHK^tion with the holding tax, the n.HHessim:>nt of tin* local 
income-tax might he taken up hv the Imome-iax Department. 

Q , — The local bodies w'ould very strongly resent it. 

A . — It is doiu* in the case of the District iionrds, who do not oliject to the 
asK€v$siiient niid collcM-tion of tin* <h!ss by (onernmeiit. 

The President, Q . — Vou have got a provision in tho Act by whioh the 
Local Government has power to diriKq munh ipalitifm to appoint an assi^sing 

officer. 

A. — Ymy but they don’t use it. I never have V>een able to understand 
why the municipalities should make so much fuss about making its owa 
valuation and assessment when tho District Hoards acce|)t the valuation 
made by the Collector. 

Sir Percy Thompson , Q, — In the one case it is umcle for revenue purpose's. 

4. — ^The settlement department fixes the rente. Revaluation of cess is 
done once in four or five years or longer intervals. 

Q.— It is an ad hoe valnation for 

4. — ^Yes. A special officer is appointed hy Government. 

7>c. PfMrfinjp^e, Q. — T>i>es the? Iwal bmly pay of the offit'cr!^ 

4.— No. 

*9tr Percy Thompson, — In OriKsa which is temporarily settloil, is c^esa 

levied on the land revenue? 

4. --The actual land settlement is supposed to take place once in 80 years* 
The oess valnation is at more frequent intervals. When you ^ve re-^ 
eetileinent it does away with the need lor revaluation, though this procedure it, 
not always followed. 
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The PreeUUnt Q,-'SeeUon 113 df Act 7 cf 1923 Isyi dawn tluit if it 
appecT* to the Local Gorernmeiit that an asienmietit made by nnj muni- 
cipality^ comini«Mitoner or eseemioT tmdor Bcciton 37 ic iiunfficient or inequitable 
the Local Gotwninent may direcv the revision or amendment of the afrufm 
ment. 

A*—l Imow of no caae in which tiiat was done. In the old days under 

the old Act, municipalities* used to ask for 8uh-r>cputy Collectors to aasees 
their honae tan. 

Q , — In the other prorincei we were told they would not think of doing 
that, 

A. — When the District Boards accept valuation hy a Government officer, 

I do not see why the Municipalttiee should not do the same. 

(f , — In the case of the District Board the whoU* of the taxation is imposed 
by the Government? 

A.— Tee. 

Q . — In your ex[>orience in Europe, did you not find that these functions 

were performed by permanent Government officials? In Marseilles I found 
that the Director of Octroi wa* appointed from Paris. The municipal 
councils had no control of any sort over the collections. 

.4, — In ovci^* municipality there is a double system. There is a Receiver, 
appoint^ by the Government and the Mayor. A double set of accounts is 
maintained, «>ne by the Go\’ernm**nt ofTMcu* who has to receive all the pay- 
ments tmd sanctions the expenditure, and the other by the Mayor who keeps 
his own necounU. The two sets of accounts are checked one against the 
other. 

Q , — Both are independent of the locally elected body. 

.4. — The IL'ieiver in appointed by the central ntithority and the Mayor is 
also a semi public officer. 

(>. — The Mayor is not ehn ied? 

.4. — He is elected but his election must he approvecl by Government. 

The Receiver is under the Prefect? 

A.— Tos. 

(J, — Practically all the machinery of collection is managed by the Prefect? 

.1.- Yes. He works under the general supervision of the Court of 
Accounts. 

(l.—'The Mayor is the chairman of the local body? 

A. — Yea. Ho appoints fire or six heads of departments and these heads 
serve him as a sort of Cabinet Council. 

(1. — Is there any such thing in Europe as the assessment of tax hy the 
elected tnemhers of the local bodies? 

A. — All of them are elected. 

Do they make their own assessment themselves. Or do they employ 
officials for the purpose? 

A.— I do not remember precisely. The rate of octroi is fixed by the 
Council, as also the "centimes addiUonels" on the state taxes, ^ey only 
fix the rate. Besides these two sources of revenue they have special assess- 
men is or prt:sfnthm. The collection and assc\ssment is under the Receiver. 

Q.—Are appeals decided by the members of the local bodies? 

.4 . — I do not think so in the Continent. 

Sir Percy Thomp,ton, — ^In England it goes to the appeals committee, whose 
decision is final. 

Q.*— In Bengal you have an appeals committee? 

A.-— Yes; it is appointed by the Oonneil. 

Q . — In Bengal and Bihar is p«*ovision for police as one of the dutke of 
^e municipalities? 



nmiflb a oartaia porlioti «f ilia aa|MNMai of Iowa polioa. 
At aaj rata ntmi to do ao. I hara baaa awi^ froai aiuaioipal work for 
eight or aiaa jaara. 

V* — At otto tiiae tho chowkidari tax wa» a lauiuoipal tax F 

A«-*¥aa» The town poUoa had a aaparato aalform and a aaparata iowa 
iaapcator aad Iha maaloipaliij paid a portion of tho exponaltara* 

You aro agoinst tolls? 

A.— Y'aa. The bodiaa created under tho now Acta are ravorting to the 
ayxtom of putting toll* on bridges. 

Sir Percy Thompefm. In your ansaw to Question 112, luroly tho 
owner does not get the benefit of any Amenities that are supplied. It la tho 
inhabitanU of tho district who get the kK^nofit. 

.4.— If you have temporary settlements any amenities or extra profit that 
the agricMilturist may derive will lead to a eorresponding line in hi» rent. 

Q . — You don’t charge the owner in any case in England. 

A. — ^The rote here is generally low. 

Q . — If you double the amount of the c*^» you intensify the objection that 
it is the owner who pays, although the benefit of increased amenities would 
go to the occupier. 

A. — In tbe first iii'itaiu't*. 0 

— If the owiur pay^, can he sliift it to the tenant? 

A.— 'It would not he automatically shifted in eases where the demand for 

laud and ii<>u.s4%ei han diiniiii.Hh4sd. Ah for laud tax, it will de|ietid upon tho 
system in force. The landlord would eventually under the system of tsni* 
porary settlement get some portion of the boiiefit. 1 moan the landlord 
a'ould get tho iHUicfii ultiuuUely, If you make a road, or a feeder road 
for the railway he will l»o able to settle his lands at higher rates and also 
find applicants for his nns<Htled waste hinds. At tho next settlement he 
would get tho In'iiofit of this. The limdiord must automatically benefit if 
his tenants generally l>enefit, 

Q.—Actually your cess is a great deal heavier than in temporarily settled 
areas? 

A.-^^It is an anna in the ru|>«o on the rent. It is very low because the 
valuation does not really represent the value of the land. 

Q.— -As compared with the United Provinces where the percentage of the 
revenue is half tho rent, your c»*hh ih hoavter, in it not? 

1.— Our rov*»nM»* in the pcnnaiuoitly-MUthnl nroan of tho province does 
not bear any relation to the value of the land. 

Q. — Your cess is based on the rent, and in the United Provinces it is 
based on half the rent. Therefore your cess will be twice as much ae in the 
United Provinces. You take one anna on the whole rent but they take 
only on half the rent? 

A>-That is so. 

Q . — ^Bnppostng the District Ho^rd sinks a well in a village situated on the 
top of a hill where there ii< scarcity of water. People used to pay Rs. fi a year 
for carrying water, and the# utility provided is just worth R». 6 a year in consi- 
deration of the health and corn fort it gives. Hero tho value of the utility is 
iwst worth the money that is spent cn it. It only adds to the amenities of the 
oectipser, and yet you make the owner pay half of it ? How can the owner get 
any benefit ? 

A.‘'-*Tbe landlord gets an ufftmafe benefit. If the wdl is sunk where there 
was no water before, the value of tho land will increase and with it the rent. 

Q , — Supposii^ they do, let us take it that the value of the drinking water 
is put down at Rs. 5 a year to everybody, and if the tenant pays Bs. 5 fer 
the amenity which is worth Bs. S how can the landlord eharie any mere 
rentP 
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4. — 111 that oai»e eertaiiily ha could not dmrgc it. I waa thiiikiiig aaial^r 
tif impfOTamasta in couimtiiuoatioiiay which ara iha moat importaiit Impro?#* 
manta. 

Tht Pre$uUnL Q.— Paopla in tba aiUaga on iha top of iha hill cna cnSf 

? ;at water from the bottom and th^ had to spend money for bringing water 
rom there. But if they are supplied water on the hill itself, they aaae that 
Ba, 5 a monthf 
d.-*Tai. 

^Sfir Percy Thompeon* — ^lly point is that the owner does not get any 
banafit out of the benehoial enpenditura nnleaa the aerrioa coats lam than tlm 
valoa of the beneheial aenrica. 

d.^Tha people who lira in that village would be more comfortable and 
more people would take up houses. Thus the landlord would get more tananta 
and mora rant. 

Q . — ^Take that village as a unit of taxation. They have saved Ra. 5 which 
it ooat them to go down for water to the bottom, and they are taxed 
again Ra. 5 for providing water-worka. The value of the aervioe before 
waa Rs. 5 and in order to proi'ide that service, Its. 5 is taken out of taxation. 
I suggest that nobody would give a penny more for houses in that village, 

d* — I admit that, if all the money came from that particular village. 

Q , — If that village is not a unit of taxation other villagers and owners 
of those other villages are being taxed for amenitiee from which they get no 
benefit. Why should you make the owners in the other villages pay? 

d, — The general tax-payer is not identical with the general cess-payer. 
'The money for new improvomenta, partly from the general revenues. 

It does not oome wholly from the Diatriot Board’s own resources. 

O. — If the general tax-payer chooses to give or 40 per cent of the income 
to tne local bodies, would you soy that Rs. 2-0-0 out of Rs. 5 is paid by the 
general tax-payer as distinct from the land cess payer? 

d.*--lt is a fact that in my province 90 or 40 per cent, comes from the 
genera] tax-payer. Therefore a percentage of money spent on improvements 
of the kind mentioned is paid by the general tax-payer. 

Q . — What about the other 70 per cent, which is paid by the owners of 
property who do not benefit? It is fundamentally wrong to put your charge 
on the owner. Provided what you are charging is not a tax but a payment 
for services rendered. 

d. — In Bihar the land revenue is fixed. The landlord is paying the same 
amount as he did during the ti.T.c of Lord Cornwallis. Therefore there is 
some reason for ini {losing cess on him. 

Q. — ^That would lie proper if you were raising money for general purposes 
and not for hM^al rates. What you me doing now is purely a makeshift. 

d.— T admit that on theoretical grounds you are Vi^^t, but my praettoal 
point is that the landlord in a {lermanently-settled district is very much 
under-taxed in comparison with an English landlord. 

Q. — Now* take the landlord in a temporarily-.settled area, why should be 
<»ontribute? 

d. — In this case the matter becomes more controversial and I am not 
prepared to give an opinion. 

l>r. Pamnii^ye. Q . — Is not the reason that India did not oontemplata 
aver having an absentee landlord? The absentee landlord is a modem in* 
novatioii. 

.4.— In many districts in Bihar there are almost as many landlords as lyots 
«owiu|; to the sub-division of holdings. The landlord here is not like the 
English landlord. 

Sir Percy Thomj^en,^ Q.— The local body might say we donH think that 
landlords pay sufficient in the way of imperial taxes and therefore we will 
malm all the rates payable by the landlords in our district and not by the 
^enltiTatora. Surely you must separate oentral and local finances entirehr- 
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If jou think that central taxation m not suiBciant hj alt maana raiaa it» 
kilt thoro ia no roa«ion why ymt ahonld mako a wrong tndidonco of looal 
taaatlonP 

.4. — Doea it not toncl to inako the gi'iioral tax-|>»yt*r and local tax-|>ayor 
the same, whore 40 per cent, of local revenue comce from the general taxee 
in the form of Governmeiit grants? 

Thf President. — If* it not the fact that ii|> to 1913 were taken 

half by Government and half by local Koc'al M*rvicei*, for iiiKtaiice, 

roiid.^, werv* iiiaitiiaiited by Lixml Government#*. 

A , — It waa »o. The maintaining of roatlH waa an incident of the land* 
lord’s tenure. It waa commuted and Government in 1913 hancUHl over the 
public works cess to the Wa] IxMlies. 

Q , — With reference to the roads maintained by the District Boards, they 
are distinguisluHl from those maintained by the Municipalitioii? 

.1. — Yes. Then you have the big provincial roads sriih which the Dis- 
trict Boards and Municipalities have nothing to do. The provincial roada 
aro maintained by the Government from its general revenuea. 

Sit Percy Thompson, Q , — If you have a I'oss which goes to the general 
revenues, there is muc'h more reason to argue that it is a hreiu^h of the* 
permanent settlement ^ 

A , — It was csmstdercil so. A great cry was made when the emn waa 
im[>ostMi and the landlords said that it was n breach of the |M*rnmnent 
•ettiement. 

The PreMideni. (?.— You say that the loc^al iHxlies aro unfit i<i l>e given 
a wider discretion. Is there any danger of local bodies imposing Uki much 
taxation ? 

.4.-1 do not think so, — rather the reverse. 

Q . — Supposing they did, would the ratepayers stop them? 

.4. — ^I do not think so. 

Q . — My point is if the municipality begins to push its taxes to an unduly 
high pitch, those respoiiHiblc W'ould not scH:*urc re><dcction. 

4. — 1 think they would not riv4d«'rt«H! . My point is that thc^' 
ahould not be given any more money from any source until they can exercise 
better control over their ex|>etiditure. 

O . — You i*a> that the Muiiit ipul and Dintrict Hoard servants of every 
grade have now beifii placed in ii |H>Hitjon of alMolute deiMnidenct* on tb*t 
wotes of majority of the Oommittoe. It ia contrary to your reading of 

tlu^ principles adoptcii in most dcnuH*ratic countries. 

A.-y'Yes. 1 have seen in the last six months since the new Act has 
Mme into force, the influence of the District Engineer over his subordt nates 
has gone. He is afraid to punish his subordinates or his contractors. The 
memiwrs of these new bodies treat the staff as if they were their own servants. 
By the by, there is one thing to he ^aid also. I should like to inefition with 
regard to section 114 of the Act. What I have found in praettoe is that these 
exemption sections also press rather hardly on poonle who lire in their own 
housea. Very often you see a member of a decayed family who finds it very 
diifioult to imy taxes on the rental value of the bouse. I think the CouneU 
should he given power to exempt up to 50 per cent, in such cases. You 
should not force the man to let his honse. 

(^.^You have got a section in the new Act which serves your purpose 
I think. It reads thus: '^Whenever from the circumatances of the case 
the levy of a tax on any holding in the munidpaltiy would be productive of 
esosasive hardship to the person liable to pay the same^ the Clomiiiinrfoners 
at a meeting may reduce the amount payable on aooouni of aneh kolding 
ur may remit the same.*’ 

A.— It serwe the purpose to some extent, but t* better if you upeetficany 
make s rule allowjng the eimmptfon limit. 

•■‘SH 
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Sir Percy Thompson. Q.^l think the whole of the funds of the Disiriet 
Boards are raised from land, in what way does the ordinary trader or 
shopkeeper contribute? 

don’t think the trader or shopkeeper contributes anything specs- 
hcftily to the District Board. 

Why should he not pay? 

A.— I do not know. 

Q , — Would you favour the idea of raising a local income-tax on him? 

A . — Who would be the assessing authority ? 

Q — Preferably isomelMKly nofiiinate<l by the Provincial Government, other- 
wise a cuniiiiittee of the District Hoard. 

A . — I think it is a ptissible scheme. I think that many Indians feel that 
such |M‘r»ons ought to lie taxed. 

Is not the chowkidari tax an apportione<l police rate? In the villages 
it is hn itKl by a |iaiichiiyat aiul it is levicnl on the principle of apportionment, 
so that it is a sort of police rate? 

4 , — Yes. It is the only form of direct tax in the mofussil. 

— Does it not reM»nihle the hnhyaf tax in the Punjab, the profession tax 
levied in Madras, the tax on circumstances and property levied ^ 
District Hoards in the Ignited Provinces and the fhafharnedn or capitation 
tax in Huriiui? 

A » — Hut in the chowkidari tax there is a limit. Also the number of 
chowkidars is deti^rmiiuHl by the |>opulation of the village. 

if. — Would you compare it to the p^rsotnirl wohirnr in France? It is a 
combination of a i»oll tax and a tax on property at a very low rate. 

A . — I have no experience of these taxes. Generally Indian opinion is 
that the rnahajuji or the nhopk^H^pt^r does not |iay his due share of local 
taxation. 

(f . — Would it he fair to cxcnifd the landlord from the choa-kldari tax and 
levy it on the non-agriculturists ? J mean to say in order to adjust the bur- 
den more fairly hetwinm the landowner and the mahainr} or non-agriculturist, 
would it he fair to exempt the landowner from chowkidari tax as he is 
exempted in the Punjab.^ 

.1. — r am afraid I cannot give yon an opinion on this point. 

How do you propose grants in aid at lower rates of interest.^ 

.4. — I mean at lower rates of interest than they can get in the market. 
The interest chargtHl V»y the Government on expenditure for permanent 
improvements should he reduced, and at the same time the period of re- 
payment should be extended. 

— You pro|K)!s€* that Government should Ikutow' at 6 per cent, and lend at 
S per cent ? 

A. -Yea. 

Thr Prr.^i4ienf. (f . — That would be a disguised suhsidv. 

A. -Yes. 

9* — Would it not be simpler to the Government to give a direct loan for 
the improvement? 

A. —That would be the best way, hut i^rhaps Government would not have 
sufficient money at its disposal to make a direct lump grant. 

Sir Percy Thompson. Q,— That would in effect be an annual auheidy by 
Government towards a v>erinanent improvement. 

A.— Yea. 

9 .— Would they retain more control if they gave an annual grant? If 
they say we will lend you this money at 3 per oent.*% the oontr^ of 
provincial authorities would he gone, but if they give you a sum each year 
equal to the difference between 3 per cent, and 6 per cent, and laid tliey 
were going to see that the work wee ptoperfy carried out end meintelned^ 



they would huve some lovefugo for control, whoroM if thoy iimply lent 
tlie money at B par cent., thoy would liayo no oonteoi* 

d.— You anticipato a deterioration of the permanent improy^ent. 
dalniticni of permanent improrement ” is an improyement which is kepi 
np to ite full original effieimM^ as in the case A a railway bridge, for 
instance. 

Q.— Take for instance a bridge erected by a mnnieipaliiy ; that has to be 
maintained and Gorernment haye much more leyerage in insisting on its 
being maintained properly if it is giving an annual grant than if it had 
simply lent money and was getting 3 per cent. 

d. — Quite BO. But something should be done to encourage municipalities 
to apply for permanent improvements in cases in which they pay a large 
share themselyes. 

The President. Q.— The procedure adopted in most places is to give 
them half grant and half loan. 

d.—Yes; If Goyernment have as much money to give as Rs. 50,000 on 
an improvement costing a lakh of rupees, so much the better. The present 
terms given to the municipalities by Government are hard. 

Q.—You are surely giving sometimes loans even for BO years. 

* d. — ^The ordinary municipal improvement loan is for a term of 15 or BO 
ypars. 

Q . — On page 106 of your book ** the Indian MuniciMlity *' you sly that a 
personal tax has always been regarded as being suited only to muntoipaiities 
in a \eiy elementary stage of development. 

d.— >That is the case in this province and in Bengal* It is an alternative 
to the holding tag. tn some small mumcipalities you do not have a holding 
tax; you have a personal tax only. 

Q.--DonH you approve of the principle of the pyofessien lax? 

.1.— But it is applicable to any municipality, t.e., to one who follows the 
holding rate system or to one who follows the personal tax system. My 
remarks about the p^Tsonal tax referred to is considered simply as nn 
alternative to the holding rate tax. 

Q . — Have you a profession taxP 
d<— No. 

Q . — Would you not approve that as a system of taxation? 

.4. — It would not bring in a very large aiiioiint of nnmey, J think. 

Sir Percy Thompson. Q. — It is like a tax on oiroumstancee and properkf * 
d. — Yes. 

Q. — In profession tax, certain professions pay at <^rtain rates. When 
vou come up to the to}i rates, it is practically an iricofiie-tux ; thnt is so in 

Madras. 

d.<— I am not familiar with the ease of Madras. My remarks were made 
only with reference to the personal tax as an alternative to tlie holding rate. 

Q . — You quote Collier’s Manual to show that whatever may be the rate 
fixed the principle of assessment should be that of apportionment. Would 
that apply to pimession tax? 

d. — I was not considering the profewion tax. 

Q.— Ton say that the holding rate should ordinarily be from one to two 
per cent below the legal maximum. If you have a legal maximum at 

7t per cent, you can hardly afford to keep it below that. 

d.— I think that on general principles you oug^i to keep a margin. 
When I wrote the words thars was a Isgal raaxinmm in loros. 

Q . — ^You would not allow them the discretion to incirease it? 

d. — I would, if the control over expenditure was better than it is now. 
But 1 think money is being wasted at (Resent, because there is no numhinery 
for oonfwcffiiig expendiinro. 

f2 
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The Preside fit, Q , — Ah regardii lighting rate, yon contemplate that being 
run at a lott, the dc^t being made up out of general rerennea* 

do not aee whj it shotdd not be done; I think it is rexj neo es s a i y, 
15 or 16 years ago it was rery difficult to get a munioipali^ to put in lii^ita 
at all. 

9.— You refer to lighting rate for the public streetaP 
A, — Yea» it is rery difficult to get municipalities to light their atreeta. 
Q.—Hare you power to tax prirate markets P 
Yea 

Q.^Ib that employed P 
d.— Yea. 

Q.-— Can a District Board tax a pnVate market P 
A. — No, there is no special market tax. 

Q, — TIu? landKircl who owns a mark<*t niakee a considerable inoOess. 
d.— -That is ao. 

Q.— Hare you power to enforce sanitary and other regulations P 
d.— No. 

Q , — ^Would it not be desirable that you should hare power to control the 
erection a market and tax It hearllyP 

])i, Pamnip^t* , V- — Mr h‘vy n IjreiiKO fee for a market? 

. 1 . — A market often (ronsists of only a few sheds erected in a waste place. 
The President. Q.— -The market is a public function. The dieda should 
be erected on aaniiaiy principles and dean latrines should be prorided. If 
you take a fee from ever>dKKly who brings i>riHhice for sale, your District 
Board could very well run them as a business concern. 

The landlord gets small fees from the renders. But generally, thara 
is no such diing as eren a wall round the markets. 

Q , — What is done in some parts of India is to give the landlord an 
alti^rnaiive of putting his market in proper order or taxing him out of 
existence and putting u[> a District Board market which complies with the 
sanitaiy necessities. Some Boards make rery large rerenue out of marketsi. 
Sometimes th«\v use part of tlu? money for making roads leading to the 
markets. 

A, They may do it under IIk* Village Administration Act rcH^ently 

introduced. At present we don’t do it here. 

~ Would mil markets be a suitable item for taxation? 

A.—I am not prepared to say that, because of practical difficulties. The 
huts that are erected are not generally worth anything. Ordinarily the 
mofussil markets only meet once a week, and if you go and see the place 

on a noTvinarket day, it is merely a rolleetion of ramshackle huts. 

Q.—Is it not fair that District Boards ^ould take over the control of 
markets p It m a public seryice. 

A.— The markets are not permanent; they may be in one place to-day, 

somewhere ids*’ the next day. 

Sir Percy Thompson. Q. — Suppose the landlord says that he has a big 

pioi'f' of vacant land and people ran go there to expose their wares by paying 
Bs, 2 each. You can say this is a market and charge a license fee? 

A. — Often the landlord does not proride eren huts. 

Q.^That is why the Diatriot Board should hare power to tax him. 
A rule should be enacted that a place where a certain number of persons 
assemble on certain days is to be regarded as a market and no market 
should be allowed to be continued except under a license from the Board. 

A.— ^^e landlord might say that he has no XK>wer to prevent people from 
easemUing on his waste land. 



Th€ President. Q * — Yon make a good deal of money out of imundsP 

Q.— That ia a puhUe aarrioe. You ate making aoma profit out of ik 
A. — ^Tae, a amall profit, 

Q , — Ought not that to ba aaimarked and tha prooaada apant in building 
more poundaP 

d.— I auppoaa thaoratioaUj that ia coiraot. But it would ba rather difficult 
to know wh«t the exj>en?«e8 of pounds are. Iveonuse there is no HpcHual ageitey 
for inapeoting them, Thara ia no regular aenriea for looking ^tar pound^ 
The local Police officer uauallj looka after them. 

0,—In other worda, tha Diatriet Board doaa nothing, 
d.— That ia ao. 

t>,~“And the handii^g over of the surplus proceeds of the Pound Fund 
ia a diaguiaad auhaidj to tha Diatriet Board. 

A, — I suppoee that ia ao. Tha GoTammant proridea an inapeoting agency 
in the form of the local Police officer. 

Q.— -Tha Diatriet Board merely pratanda that it ia adminiataring tha 
pounda, but ^ey are only making money out of them. Aa a matter or fact 
they do nothing. The profita darirad from pounda ought to go t# improrlng 
the aenrioe. 

d.— I auppoaa that if a pound had to ba repaired, the Diatriot Board 
would provide money out of ite funda. 

Q , — Would it not be much more aatiafactory to have the Pound Fund kept 

separately and utilised for the upk<H>p and iniproveineiit of poundHl' 

d. — I hare not considered thia point. 

Q.— Have you considered tha other taxes in the Scheduled Taxes Rulaa» 

say a tax on nuital vailnos? 

d. — I have not considered them. 

Q, — Does not non-agricoltural land which secures an enormous increment 
in rent in or near cities escape taxation P 

d. — In England they do not tax vacant plots of land. 

Sir Percy Thompson. Q. — pure waste plot which might have a con- 

sidornhh* t araitsil viiiin* has no unniial value. 

d. — In America they tax such land on its capital value. 

The President. Q . — I understand you have just had a surcharge provision 

passed. Won’t tliat tend to n thin^rs up \erv nuirh and to imi^rove the 

administration of taxes P 

d. — It d(xjs not deal with extravayant aciniinistration. Ono of the first 
sets of one of the new Boards in iny diviHioti was t<» put up the public 
works rates by 40 per cent. 

Jhr. Paranjpye. The contractors get more? 

extra money into the eontraetors' in ihe first 

instance. 

The Freeident, Q,— You mentioned that, if the Commisaionera fail to 

present their hill^ tor txixcs within six months ot the date on whicli they 
beenme due, they can onlv ro<*over hy regular suit. 

d.— They very rarely do that. 

Q.— Under the surcharge provision if, through negligence of that sort, 
they allow taxes to lapse, can you make them pay? 

^ — j doubt very much if that emild he done under the present Bill- 
f think it ia only wilful nnefig^acn or IDegaBty that ia aurcitargad. BaaMaa 
the final decision does not rest with the Audit Department; the local body Kaa 
a right of appeal on grounds of ei|uity to the Minister. 
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Q. — Ib the Audit Department subordinate to the Minister P 

A.— No; we have had a special clause inserted power to the 

Governor of the Province to appoint an authori^ to hear appeals ag ain at 
the order of the Examiner of Local Aoooanta on the ground of equity. The 
Examiner of Local Accounts would be the head of the Accounts Departnient 
in this particular instance. He would give an entirely legal and technical 
decision and that would be appealable on grounds of equity to an authori^ 
to be appointed by the Governor; and the present Governor has given h& 
private assuraiic© that tliat authority would be the Minister for Local Stlf- 
Govemment. 


Mr. J. A. HUBBACK, ICS . Director of Und Bscords and 
Stmreyt, Bihar and Oritta, was next esamined. 

Written memorandum of Mr. Huhback. 

i. — Pfirngrnph 4 of nnnexure A ia) General is incorrect. There has lieen 
an accurate survey on the 10*' mile scale of nearly the whole of Bihar and 
Orissa and in the course of that survey the area under the principal crops in 
toe year of survej' wa.s ascertained. It is true that the yearly estimate of 
area^ sown in based in the first instance on figures supplied by the village 
policetrien to the police .stations. But the estimate of each district is examined 
hy the Colle<*tor or Deputy Commissioner against the areas a.scertained during 
the cadastral survey, and allowances made for the character of the season 
and Muhneciuent changes in cro|i|iiiig. The Director of Agriculture reviews 
the district estimates on the basis of his own knowledge and the resulting 
figures for the province may be taken ns very rea.sonably accurate. 

I consider that the c^stiniaie of the normal outturn is not very reliable. 
It is ultimately based on crop cutting experimental. Under existing orders 
these are rarriod out hy selection of fields suppos€*d to yield the average crop 
of the Hfuison for the tract concerned. The officers em|doycd on the w*ork 
have no special training and there is no way hy which they can ever tell 
whether their selection has been even approximately correct. They seldom, 
«f ever, make allowance for fields sown or planted with a crop, which are not 
worth harvasting, a factor which is of gyeat importance in the case of rice in 
years of short rainfall. E.xperiinents are os a rule made in the height of the 
main rice harvest, and poor crops from early ripening paddy are left out of 
account. The present estimates in Bihar and Orissa do, T believe, make 
allowance for these factors, but it is im|>ossib]e to say whether the allowance 
is a sound correlation or not. The estimate of the crop of the year is correctly 
siat<Hl to bt* the purest guess work. The general tendency is to understate. 
In a had year district offii’ers frequently report the crop at less than half the 
normal, but few put the crop in a favourable year at much above the normal. 
As a result the average over a long period is usually about 80 t>er cent of the 
Bormal. The Dinx?tor of Agriculture makes some allowance for this tendency, 
but it is impossible to say wdiether the result is accurate. 

Q, 2 , — The eistimntes of agricultural income suffer from the fact that they 
are ultimately based on estimates of yield, and these are not reliable. Another 
eleineut of uncertainty is the price taken. Both Mr. Findlay Shirras and 
Professor Shah and Mr. Khambata take wholesale prices at large markets as 
the basis for food crop values. This evidently includes in the national income 
the earnings of the collector and transporter of such commodities. I cannot 
at present me why the earnings of those who market should not alae be in> 
eluded; i.f., why retail prices should not be taken. (A note of warning may 
be sounded against comparison of statistics of agricultural income as a part 
of the national income, and statistics of the value of gross produce required 
for de^rmining what proportion of it is paid as rent or revenue. In the 
Iktter case it is usual to take a much lower %ttre for price, trts., the price on 
the threshing floor.l There is evidently a conflict of opinion between the 
two authors regarding the income deriv^ from straw, etc., and from cattle. 



Th«r« are a nninbar of ether fiotnie that reqnire te be threehad out dii^mMion- 
ately, before much weiid^t of arn^unent can W placed on any of theae eaiiinatea. 

Q* i. — I believe that statislics of the yield of the principal crope in India 
could be very gyeatly improved at cotnDaratively nmall expense. The main 
thing to do is to get rid of the t>ersonai equation far as possible, and to 
substitute random sampling on a suiBciently large scale to secure a high pit^ 
bability of accuracy within definite margins of error. As a first step to this 
I organised during the last rice han’est a system of sampling in three widely 
separated tracts of the province. a*hich has given me some 4^000 samples. 
These supply some indication of the way in which rice yield varies from one 
Kinult |iiitch to another. When a law (in the Kcientific sensei of viiriation has 
been established with reasonable certainty, it should be possible to decide what 
number of samples and what distribution of them in time and space is required 
to secure th€» rt^quired degree of accuracy for an estimate of the mean yield. 
The enquir\* is only at its beginning, but it seems to me probable that the cost 
of 6btaining year by year a sound estimate of the rice yield of Bihar and Orissa 
would not exce€*d Rs. 1 have met with absolutely no o])position from 

the cultivators to the system of sainpling adopted, which takes away a mere 
trifle of grain from the individual field. CoitHe<|uefiily legislation would be 
unnecessary. The plan, 1 am working on, a’ould secure an estimate of the 
mean yield of the year, and after a number of years would give a good figure 
for the average mean yield. The futile term ** normal crop ’■ would disappear. 

Q. S . — Speaking with regard to the Bihar and Orissa Settlement Reports, 
they afford material for an €*Htiniate of the economic condition of agricitl- 
turists. though the disrussions of the material in the individual revmrta %'ary 
in value. Tt should l»e possible with thi^e to estimate roughly the incidence 
of taxation, hut there will still remain the uiu*ertainty arising from untrust- 
worthy estimates of crop yields. There is a threat need for further enquiries 
into the expenditure of the average agriculturist. 

Q. S /^. — In theory I am in favour of the removal of the exemption from 
inc'oine-tax of income derived from agriculture. 

It is defended mainly on the ground that the agriculturists already pay a 
very large tax. in the shape of land revenue and in soiiuj caMi»s were given a 
promise which they interpret as meaning that additional taxation would never 
be imposed upon them. 1 do not agre^* adth the former statement, hut discuNg 
it in reply to question No. IHi. So long ns no distinction is made Iw^iwcHui un- 
earned and earned income I see no good reason for drawing the distinction 
proposed in the question. 

The value on the threshing floor of the gross yield of an acre of cultivated 
land in Bihar and Orissa does not on the average excetd Rs. itt) and is most 
prohahly well below that figure. It is not easy to say off-hand wdiat allowaiKX? 
would be fair for the cost of production. For example, in the case of a rayat 
cultivating by his own labour it is a question whctlier his own wages should 
be deducted. But it is probable that the allowance would be Hotnewdiere near 
R«. 10. Thus the taxable income would probably la? not greater than Ra. 20 
an acre, and cons€»quenny to bring a person actually fanning his own land 
under assessment, he would have to hold at least 100 ac^res. The number of 
such persons in Bihar and Orissa is absolutely insignificant. In two out of the 
threw principal Tenancy Acts of the province there is a statutory presumption 
that a person holding more than <134 acres is a tenufe^bolder, i.c. a person 
who holds land for the purpose of collecting rents. It is generally found that 
in fact tenancies in excess of this limit are to a large extent sublet, and the 
great hulk of tenancies are of far smaller arei^. Even if the value of agri* 
cultural produce was estimated at wholesale prices at large markets, in Bihar 
and Orissa, liability to income-tax according to the present Act would, in mV 
opinion, be for ail practical purposes confined to persons whose main agHcuf- 
:ural income is rent. 

Q, S9, — I presume the intention of the writer of the extract is to consider 
the yield from applying the income-tax law' to agricultural incomes, preserving 
the existing limit of exemption, and allowing fair deductions to arrive at net 
income from gross income. I estimate for Bihar and Orissa "on that basis. 
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For the reeitotio given in the preoedmg paragp-eph, I ignore agricultaral in* 
oomeo other than thoee of landlords. 

In apfN»ndix XVII of the Baran Revision Betileznent Import a siatrineiil 
ahowing land revenue and landlords’ aaaeta for the Bihar diotricta is ^ven. I 
am not Hure that each and every figure could be fully justified, but taken aa a 
whole they are probably accurate enough for the present purpose. (I have 
taken Purnea figurea at Ra. 32,00,000 for ca«h rent and the rest for value of 
produce rents and farmed land.) The total for the ten districts is 4,12 lakhs 
in cash rents and 2,9B lakhs in producre rents and profits from farmed land^ 
i.r., land entered in the; record of rights as in the cultivation of the landlord. 
As a matter of fact the greater part of this is really sublet. The figures vary 
in date from about 1808 to 1918. The increase in cash rents will have been 
insignificant, but the other figure should probably be raised by at least 74 
lakhs by reason of the rise in prices, which have about doubled since 1898. I 
should thus put tlu^ gross assets of landlords in these ten districts at 7,84 lakhs. 
From this I should deduct cost of <'olIection 78 lakhs, land revenue 1,10 lakhs, 
local cess paid hy landlords at 4 per cent on assets, 31 lakhs, or 2,19 lakhs in all 
leaving the assessable income at 5,65 lakhs. Possibly some further deduction 
should be made on the ground that the assets include the assets of tenure- 
holders and from that part of the asKets an allowance would he made for rents 
paid hy them to their superior Iaridlord.s. This and other minor adjustments 
might bring the figure down to 5.50 lakhs. 

For the«nilier parts of the province the estimate is not so easy. The gross 
landlords* assets of the temp<iraril.v-s<»ttled estates of the thrive Orissa coast 
districts were [lut in 1910 at 55 lakhs, but land revenue is 21 lakhs. The assets 
are much undervalued in respect of farmed land. On the whole I should put 
the taxable income at 30 lakhs, hut the present settlement operatioiiR will 
increase it. 'fhe permanentlv-seitUHl and revenue- fren* properties might con- 
tribute another 10 lakhs. The district of Angtil is a Government estate and 
there are hardly any laiuloaners of aii.v description who would l>e assessable. 
Bamhalpur will not contrihute more than 1 lakh, as rents are extraordinarily 
lou' and in<'oiiie.s much more level than elsewhere. Thus Ori.ssa might contri- 
bute 41 lakhs in all, or po8.sibly 50 lakhs by increase of assets since the figures 
quoted were colhM'tiHi. Of the Chota Nagpur di.stricis, HaRaribagh was stated 
by Mr. Biftoii ie yield, in about 1912, a gross income to landlords of 32 lakhs. 
Land rctvenue is about 1 lakh and cess probably about the same. After allow- 
ing for co.st of collec’tion and increase of aSM»ts since 1912 the contribution 
may be taken at *M) lukhs. Ranchi cash rentals are about two-thirds of those 
of HaBnribagh, and ns a rough estimate its contribution may be put at 20 
lakhs. For Palamau Mr. Bridge, in about 1918, put the gross income of land- 
lords at 2C| lakhs. Land revenue and cess a^ould reduce this to 25 lakh.s and 
cost of collection to 22 lakhs. Prices are still about what they were in 1918. 
Hence 22 lakhs might he taken as the taxable income of Palamau. Bingh- 
bhum is largely Government estaU« and rents are low in the zamindari areas. 
Perhaps 2 lakh.s might come from there. The Survey and Settlement of 
Manbhtim has not been entirely- completed. The rents are somewhat high and 
though the dil^trict i.s considerably smaller than Ranchi or Hazaribagh it is 
fairly fully cultivated. It will probably contribute 25 lakhs. Thus the con- 
tribution of Chota Nagpur u’ould be 99 lakhs. I have omitted Bantal Parganas 
from the Bihar districts. This contains a large Government estate and in the 
zamindari tracts rents are low. It might yield 5 lakhs. 

Thus the total assessable income of landlords for the whole province may 
be taken at 5,55 lakhs for Bihar, 50 lakhs for Orissa and 99 la^s for Chota 
Nagpur, or roughly 7 crores in all. It has next to he considered at what rate 
tlie iu4sessment would be made. This of course depends on the way in which 
the total income is distributed among the potential assessees, and is a pmnt on 
which I have no statistics. But the maior |>ortiou of landlords* assets goes 
into the pockets of a cH>inparatively few persons in the districts of Champaran, 
Saran, l>arhhatiga, Monghyr, Bhagalpur, Purnea, Santal Parganas, Shahabad 
and Gaya of Bihar districts, as it does in Ranchi and Manbhum. In Muzaffar- 
pur, Patna, Hazaribagh and Palamau, although wealthy landlords are com- 
mon > they do not hold nearly as large a ptoportion of the district, as in the 
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districts enumenit^ above. This is also the case in the Ort«|ta coast districta. 
The remaininis districts have several wealthy landlords but will not contribute 
largely to the assessable income. 1 believe that at least half the aaseaaabUi 
income is held by persons, whose assessable incotue would R«. 50,000 or 

more, and on this ground I would estimate the average rate of assessment at 
10 per cent, according to the law for ordinary incomes. Thus the taxation of 
agricultural incomes in Bihar and Orissa would, in my opinion^ yield some- 
thing like 70 lakhs. About half of this siiiii a*ould lie leviuhle from some doaen 
to twenty proprietors. I cannot s|>eak a^ith any kind of conUdence about 
other provinces, but 1 have the impression that large laiullords, who ivould 
he liable to pay a high percentage on income, are inut'h more prominent in 
Bihar and Orissa than elsewhere, although possibly the gross agricultural 
income in soiac other provinces is higher. This impressioti leads me to doubt 
whether anything like 15 to 25 crores would l>e realixed. 1 should put 10 
crores as an outside figure. 

While I liave stated that I am in theory in favour of an increased tax on 
agricultnni) incomes, and I consi<ler that it would much more easily be assossocl 
and collectetl than the firesent income-tax, 1 w’ish to add a few remarks on the 
advisability of its imposition. There is no kind of doubt, that aftinindfirs in a 
permanently-settled provino* ludil most strongly that they were* scenred for 
ever against such an imposition by the term.s of the Ptuninnenl ^ettloineiit 
Regulation. However much the accuinulatitm of considerable wealth in the 
hands of a (omparatividy few persons may offend agninsl. nuMlern views of 
Hocial justice, the fa<‘t remains that the accutnulatiou i^xist^s and has resulteil 
from a policy, which has persisted for upw'ttrds of a century. To diaiurh that 
policy lightly and with iimlue harshness is unlikely to contribute to the ulti- 
mate advantage of the State. It seems w*i.se to consider, whether it is really 
just to iinpase at once and in full the rates, now payable on other forms of 
income, upon agricultural income. I suggest tliat a gradual working up to 
the full assessment wouUl be more cHpiitable and that sonK^ suhstantful exemp- 
tion should be firovided for estates whi(b have changed hands within the last 
few years. 

Q. 40 - — The Indian limit is of coiiriw? far above the stihsisienco cost of 
living, which T w’-ould put at not more than Its. 150 for a family. I do not 
consider that the rules regarding land revenue have anything to do with the 
question, as I explain below under ciuestiou No. fkl. If the c<»si of nssessinont 
and coUectioii w’ould not he unduly high, 1 should supfiori a re<iuction of the 
limit to Rs. 1,0(X), with a lowering of the rate say 1 |>er cent for the ineomea 
so included. As i hav€* endeavoured to show- alnive, I do not think even that 
would affect persons actually farming their land, should agricultural incxime 
be brought under the Act. 

Q. 09 . — It would be possible to frame a deffnition of taxation so as to 
include land revenue or to exclude it. Dealing first with raiyatwari tracts 
land revenue is assessed at comparatively long intervals on a consideration 
of a number of factors, which may be brolly summarised thus : — 

(t) the estimated value of the yield of the land, and the changes in 
that value, which have b^n brought about otherwise than by 
improvement by the settlement holder, 

(it) the general economic condition of people, 

(tti) the existing assessment. 

The nearest approach to land revenue among existing forms of taxation ia 
nndotibtedly the income-tax. Apart from the fact that the latter is, as a 
role, assess^ annually, which is not a very material divergence, it is clear 
that it differs from land revenue in that— 

(t) no consideration is given to the efforts of the income-tax payer to 
create more wealth, in fact he is definitely discourag^ from 
doing BO by a sliding scale of rates ; 

(if) the economic condition of groops of tax-payers is not taken into 
account; 

(fit) no regard is paid to the assessment of previous years. 
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Coming; to the xamtndari tracta, the process is first to ^tle “ fair rents ’’ 
for the actual cultivators of the soil, taking into consideration the same factors 
as liefore and then to calculate the assets of the aamindars including theroin 
their profits from land under their own cultivation and other sources besides 
the rents so settled. The assets are then divided between the State and the 
samindar in varying proportion, in deciding which the previous assessment, 
the effect of the proposeci aMsessinent on the saniindar*s net income, and in 
some cases the past conduct of the aamindar^s family are ^ncerned. It is 
open U} the zamindar to decline the new settlement, upon which he is entitled 
to a portion of the calculated income from the estate. 

HiHioricnlly, land re^’^eiiue in India has generally lieen taken to be n rent 
and not a tax, the land being the property of the State and let out either to 
cultivators or to others. In the former case the revenue was paid into the 
treasury dire<*t; in the latter rent was paid to the landholder, who paid it to 
the ireiisury after deducting an allowance for collection or enjoyed the whole 
of it ill return for other services rendered to the State. In both cases there 
was on the opening of new land a power in the hands of the State to select 
the person Ui enjoy the land, and, though the right to continue to enjoy subject 
to punc'tual payment of the demand has been recognised in theory^ from time 
imineitiorial in the case of the actual cultivator, there was till years ago 
little recoipiition of the same right in the case of the intermediary. 

It might be argued that land revenue is a payment for the supply to the 
cultivator of the principal capital from which he gets his living. Against 
this it may he replteil that Rtate did not create the land, and cannot in justice 
sell the right to use it. It i.s an admittedly* difficult point, hut T still incline 
to the view that the State had at least created the right to hold the land and 
has directly or iridirwtly selecteil the person, who enjoys that right, and from 
him as part of the contract demands a payment for that enjoyment. In no 
other case as far ns 1 know, is a payment ralletl a tax where the payer gets 
a quid pro quo and has hecui in the first instance selected as the recipient 
thereof and has accept « h 1 his position by actual or implied contract. Although 
it is no doubt right to include land revenue in the account, when considering 
what proportion of the national income i.H absorbed in Btate requireiiieuts, 
I doubt if there is justification in treating it ns a tax when considering the 
relative burden on different classes of the community. It is of course justifi- 
able to consider its incidence on the agricultural part of the community in 
different geogniphi< al areas. 

It is hardly mw-essary to nay that though I hold that land revenue is rent, 
I would be the last person in the world to desire to see it even approximately 
true e<x>nomic rent. 

Q, 97 . — fn Bihar and Orissa the prosperity of the cultivator is certainly 
not affectwl largely hy the land tux or, ns 1 would prefer to say, the land 
revenue demand. Where he pays it direct he seldom pays more than 10 per 
cent of the net income, valuing the produce on the threshing floor, after 
deducting the of cultivation including the wages of himself and his 
family as labourers. The exee)>tion is Palamau where he pays about 20 per 
cent. In temporarily-settl€*d zamindari tracts he seldom pays more than 15 
^>er cent of the net income. In permanently-se tiled districts the incidence of 
land revenue is nowhere more than 4 per cent of the threshiug floor value of 
the gross produce, and in many districts it is 1 per cent or less. In Hasari* 
baghi and Palamau zamindari tracts adhere the cultivator is more depressed 
than anywhere else the incidence is scarcely more than a half per cent. But 
of course in zamindari tracts the cultivator has to pay a great deal more than 
the lahd revenue. Even if he had to pay 100 per cent above the amount wiiich 
finds its way into the public treasury he would in the great majority of cases be 
better off than he is. It is in fact the rent he has to pay and not that part 
cd it which goes on as revenue that presses on his resources in a considerable 
part of the provinee. Thus in Palamau zamindari tracts he pays a full 20 
p^r cent of the gross produce as rent and in Oaya, where produce rents are 
p^valent, over ^5 per i^^nt. I consider that in some tracts such as these the 
premure of rent affects the prosperity of the cultivator very seriously. Another 
^prineipa! cause affectihg it is the fragmentation of holiBiigs, to which 1 diall 



refer Again in answer to question No, 101. But by far the most important 
factor is hts fecundity which constantly tends to absorb the margin #hich 
extension of cultivation and rise in prices supply. 

if, 9S, — Accepting, ^hich I do not, the proposition that land revenue ia a 
tax. 1 demur to the critieiania of the system m a whole. Asaeaament does not 
ignore the ability to pay, since at resettlement the existing assessment and 
the ease with which it has been collected is invariably considered, aa well as 
the general economic condition of the |>eople. The asaeasments have a greater 
element of certainty than income-tax or customs which are liable to annual 
changes, v'hereas land revenue is hardly ever revised, except at (>erioda of at 
least 2() years. 1 can only speak of Bihar and Orissa. In the permanently* 
settlecl aretis the only method of enforcing payment is by threat of sale of the 
estate, and in the vast inaiority of cases the revenue is paid in due time, ana 
even where it is not, ii very sinall proportion of estates is actually sold. In 
teiiiporari)y>KeiihHl zamindiiri tracts the same statenifmt holds good as regards 
collec^tion. lU^ttlement caustw some harassment at intervals of 211 or 
years, hut the statemont quoted is a gross exaggeration. In raiyatwari tracts 
the assessment is paid regularly with far less harassment than in rent collec 
tion by laiullord.s, and coercive measures are seldom required. The times of 
payment have hcen fixed after long experience end it is very seldom that any 
objection to them is raised. ' • 

In ordinary raiyatwari trn<*ts the cost of collection is about 8 per cent, to 
which may perhaps be added about 2 per cent for the cost of periodical revi- 
sions. In Bnnthal Parganos the headmen get in all 10 |>er cent of the collec 
tions. Ik Sainbalpur the “gaontia,” who is something intermediate beiweea 
a headmafi ,ind a tenureholder gets 25 per cent. In both these coses ano 
elsewhere, the Ireadmnn does a great deal of potty administrative work lM^sidel^ 
rent collection, and contributes largely to the peace and contentment of the 
tract. This is not a part of the functions of the ordinary tax-collector iu 
other countries. Of course if the author of these criticisms was considering 
the rents paid by cultivators as taxation, and the difference between these 
rents and the ultimate receipts of land revenue in temporarily and per 
manently-settled tracts as the cost of collection, his dictum is, for Bihar and 
Orissa, a wide understatenient. 

Q. 100 , — The limit for income-tax is evidently not the snbsisience level, 
otherwise clerks on Ks. *10 a month, to say nothing of servants on lls. 10, could 
not be obtained. The point is hardly worth arguing. It w'ould he exceed- 
ingly difficult for a revenue officer to apply a litnii, which was set low enough 
to include among the tax-payers a proportion of the actual cultivators. They 
keep no accounts, and thus the only fair w'ay would be to estimate the value 
of the yield from the holding. This would he largely guess work super 
imposed on an exceedingly elaborate classification of land, which is already 
an expensive feature in the settlement system of some provinces. In Biha< 
and Orissa as a rule exemption from land revenue given to the actual culti 
vator whose income was below a certain limit, would merely mean a comna... 
tively trifling deduction from the rent and the question would remain, whethei 
the total deduction should be carried on up to the proprietor, who in the greai 
majority of cases would have no good ground for claiming it on the analogy 
of incrorae-tax legislation. On the other hand, if in addition to land revenue 
income-tax with the present limit were imposed on agricultural incomes, iher« 
would not be great difficulty in deciding what incomes should be exempted 
This is so because the great bulk of incomes round about or above the limil 
are derived from rents of which accounts are obtainable. No doubt false 
accounts would be put forward, but as landlords usually are at pains to 
exaggerate their demands in order to convince Courts trying rent suits, the 
danger to the revenue would not be great. Discrimination in favour of small 
lioldiii 0 i would certainty have some tendency to induce further fraetionisatiim. 

Q, 101, — ^There is already a statutory payment (not to the State bm U 
ihe landlord) of one-fourth of the pnrchsso money on transfer of trhola or 
part holdings in the tem(>oranIy-«eit!ed estates of the Oiilsa oocupi disiriets. 
Seme payment, but not as a rule as much, is taken by landlordb in the Bihar 
diatrlets. Trawfer of holdings bdlh In whole or part is ffOquent in sp^ 
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of mjch r>«ynierit«, and f doubt whether a tax would ha%'e any effect. It would« 
of coiiroe, lie |>»id by the vendor ultimately, and he docs not sell unless he is 
obliged to. It iiHist wIko be reineiiilK^red that transfer of holdings does not 
necessarily lend to fractioniKaiion, as the holding transferred may go into the 
hands of a man who is already a cultivator and bring his total area up to the 
point where it may be more oconontically worked. 

Q. int , — I w'ould certainly not apply the principle to w^aste land newly 
brought under an irrigation scliemo. Such land not only requires the water 
but in many caneH a eonsiderable amount of labour to bring it into full culti- 
vation. It is reasonable to allow the land to Wcome the private property of 
the first occupierH, hut subjcM^t to a Nuiiahle revenue charge, liable to variation 
after a suhstanf ia) pori<Kl. 

Q. lOj ^. — The first method is obviousl^y unfair between provinces where the 
proportion of non-agriculturists is different. Land revenue incidence with 
the impart falls exclusively on the agriculturistji, since the cnltivator, on an 
increase f»f a.Hse.s.siiient, cannot get it back from the consTiiner, l>ecause the 
price is fixed by competition with other suppliers, whose settlement has not 
been revised Mimultanoonsly. Again the landlord can only pass on to the 
cultivator the part of an extra assessment that is prescribed in the process of 
rent settlement, and cannot pass on the rest to the general consumer. It is 
much more* rea.sonahb^ to divide total land revenue hv total agricultural popu- 
lation. That Miethod, however, ignores the differences that may exist in the 
average prcxlurtivity of the land of different provinces. The second plan is 
equally defective in that respect, and both that and .suhsecpient plans ignore 
the pri^Ksure of population on the soil, which is a factor to he considered. 
The third would fail, unless the principles of calculating soil units are practi- 
cally the same in different provinces, and would permit no comparison with 
Bengal or Bihar and Orissa except a very rough one. The fourth method, I 
take it, means adding to the rents paid by tenants an estimate of the annual 
value of land in direct occupation by proprietors. It assumes that the rent 
paid is a fair measure of the prcKluctivity of the land, which is certainly un- 
true in Bihar and Orissa. It lias the advantage in this province of following 
the method of assessment to loc'al cess, which siinplihes its statistical treat- 
ment, hut that meiho<], though convenient for assessment purposes, is not 
logical. The fifth rnetluKl, exce|>t for the defcjct of ignoring pressure of popu- 
lation, is fair, [irovidod the 8tati.stics of yield and price are reliable, which 
I do not think is at present a safe assumption. The basis of net produce is 
iheoreticallv preferable that of gross produce, but the calculation of average 
cost of production introduces a fresh element of uncertainty. 

I would prefer a compiirisou with the true economic rent of the land, and 
believe it would he possible to frame one for Bihar and Orissa from a comd- 
deration of the prices paid for cxrcupancy rights and for proprietary rights. 
In some parts of the province, howet^er. occupancy rights are not transfer- 
able even with the consent of the landlord and hence there a separate estimate 
would he neces^sary. Another difficulty would be the calculation of the value 
of intenuediaiy rights, where subinfeudation is prevalent. Still on the whole 
the rasults w'ould give a figure for the all-in value of the land, wrhich would 
he based on les.s doubtful figures than those for yield and price at central 
markets, 

Kven this method would ignore the pre^ure of population on the occupied 
land and this I lielieve to be an essential element. Obviously if large areas 
are held hy single individuals the total sacrifice is far less for a given State 
demand than if the land is split up among a very large number of individuals. 
Thus sJl^rictly speaking not only the average income derived from the land by 
the individual agrieuUurtst should he considered, but also the dispersion of 
the income about the average. But it is likely to be very difficult to estimate 
ilie second factor. While I think that both total income, and average inceme, 
and if possible distTibution of income from land should he taken into account 
when considering the incidence of land revenue, I cannot suggest any sound 
tomiula for a comparison between provinces. 

J05.— The question was considered recently by the Government of Bihar 
and fferiwa but I believe the proposal to levy a tax on coal was negatived^ 



®ie surrender of the State property in mines over a large part of the province 
to primte proprietors was a grie^^ous mistake, an^ the imposition of income- 
tax on prirate royalties and company profits does not in any sufficient degree 
make up for the loss of revenue so occasioned. The State should certainly 
have a larger share in the profits derived from wasting assets, so that some 
part of them can be put back into capital in the shape of coiiini unirat ions and 
other works of }>ermai]ent public utility. It may. however, be pointed out 
that in Bihar and Orissa local taxation is imposed on mining profits, in the 
shape of the local cess, as well as. in the coal area, rontributioiiN towards the 
local Board of Health and the Water Board. All the same there is 9 till room 
for national taxation. The incidence would, in normal times though possibly 
not at the present inoment. be passed on to the consumer. In so far as the 
consumer, who would Iw mainly Indian, had to pay, it would tend towards a 
desirable economy in use. and where the producer had to vuvy temporarily it 
would tend to et'onoiny in production charges. In botli cases the w^ting 
assets would be conserved. In Bihar and Orissa the only minerals, which at 
present would bring in an aviprcniahle revenue, are coal and iron ore of which 
the former is va.stly the most important, I rc^commond a moderate tax on 
despatches by rail. 

Q. 120 (ri). — In Bihur and Orissa the abolition of land revenue would mean 
a large present to a coinpnrn lively small number of persons, of wl^mi most 
already enjoy substantial advantage.s by reason of the permanent Kottlemont. 
It will be well nigh if not absolutely inipo.ssible to pass on the eoncesaion to the 
actual cultivator by reduction of rent, as there is no means, except in tempor- 
arily settled aroa.s, of judging how much of the existing rent is really land 
revenue. On the other hand. Sir Oanga Uam’s proposed produce tax would 
fall either on the cultivator or on the general consumer, and these clasaeii 
would hear a burdtm, which at pre.seiit falls in this province on people for 
the most part far more capable of bearing it. The tax would be levied in 
Bihar and Orissa principally on rice; and, though it would in norimil time^ 
not seriously affect the areas that are self-supporting in that commodity, 
since the movonients would not he by rail, it w'otild press with particular seve- 
rity on a tract, where the crop had failed, and rail-borne imports became 
necessary. In general it would tend to encourage unoconomieaJ means of 
transport, and to increase fluctuations of prices. 

Q. 121 , — Generally I agree. It is true that a tax on tobacco will not be 
ba.sed on the ability to pay, as a very large number of people with small 
incomes consume. lu fact the agricultural labourer usually gets part of his 
wages in tobacco. But aHsuming that the tobacco produced in India is ap- 
proximately equal to consumption and the value given to it in various esti- 
mates of wealth is correct, the average expenditure p€>r head for the whole 
population is probably not more than ten annas* a year. In spite of the view's 
of the opponents of the salt tax, I doubt if a 10 per cent tax would be felt, 
especially as in this case it is open to the consumer to redu(*e conHuinptioii 
without serious hardship. The only point I am not sure about it is that the 
cost of administration would be low. 

122 and 123 . — I would prefer the fifth inethr>d. It W'onld exempt to- 
bacco grown for home consumption and the cost of administration would be 
lower than by any other method. I do not see why it should not be practicable. 
It would get over the difficulty of import from Indian States. 

• Q. 124 * — I deprecate control of cultivation. Great extension of tobacco 
cultivation has occurred recently in North Bihar. 1 have myself noticed it in 
Pumea district, which I knew 20 years ago, but have scarcely revisited sincie. 
The crying need for the agriculturist is more commercial crops. As long as 
we have the system of petty peasant cultivation, it is most undesirable to do 
anything to discourage the growing of crops, which with industry and a 
nnall amount of capital yield a high money return. Tobacco and sugarcane 
are the most promising of such crops. 

V*. 12$ and 126 . — An acreage duty would certainly operate uitfairly on the 
poorer lands and discourage enterprise. It would also hit hard me cases, 
idhere tike crop failed owing to frost or other causes. In Bihar and Orissa, 



170 


M I in Bengnl, it* collection would be difficult jn the aiieeiice of m 

•taff employed on the annt|al aunrey of the cnltiration. 


Mr. HhUmicI; fa^e oral oridance ae follows 

The President. Q , — You are Director of Land Records? 

A . — 1 am jufit ceased to be. I am now actinp; Commissioner of the 
Bbsgalpur Division. 

Q , — As regards the first portion of your notes which deals with statistics^ 
it relates to the other Coinniittec* .which has been appointed since we issued 
our questionnaire. We shall pass it on to the other Committee. 

You say that you would take retail prices into consideration. 

A, — Yes. 

Q , — To what extent does tho cultivator take his own produce the 
aiarkctP 

/I. — To a fair extent. 

Q . — You say you organised a system of sampling last year. W'hat is the 
area thal you take? 

A. — I take 1/3200 of an acre. 

Q . — Dcj you still retain the normal for your return? 

A. — The matter has not been worke<l out yet. What I hope to do is to 
have such samples year after year with the result that after 20 yeaTS onO' 
irill know exactly what the normal is. 

(jf , — In what terms will you express the normal? 

A.— Suppose your normal is 15 raaunds per acre. In any particular 
year you may get 12, 10 or 17 maunds. 

Q . — Your normal is going to Ih' the average of 20 years? 

A, — Yes. 

Q . — And you are going to have it in maunds? 

A .—Yes, 

p. — In paragrafib 8 you say ** It should be possible with the.se to estimate 
roughly the incidence of taxation.” That i.s, the incidence borne by the 
land revenue to the economic rent or the incidence of taxation on the 
agriculturists generally P 

A . — In the main, the incidence or taxation on total income, Tho total 
taxation of all kinds on total income. 

p. — Have you made any estimates? 

A. — No; T am afraid I have not. I think it would be possible; but it 
Is very difficult. 

Sir Percif Thompson, Q, — You say you are in favour of the reinova] of 
ttie exemption from income-tax on incomes derived from agriculture. Do y<iu 
think it will produce any large amount in this province? 

A.— Yes. 

P.— You estimate that under the existing rates, Bihar and Orissa sriR 
yield 70 lakhs? 

A,— Yes. 

O. — You say that in Bihar and Orissa the rents tend to be concentrated 
in the hands of bigger landholders? 

A. — I shonld think so. 

P. — In Bengal yon have a large number of intermedia^ landholders who 
are themselves splitting up. 

A. — ^Yes. There is very much more suh-iiifeudation in Bengil than in 
Bttiar* 



Q , — You 8av that at )«aat half the aaaaaaabla income ta held bj peieona 
whose assessable income would be Rs. I10,000 or more **. 

A. — I think it is right. 

Q - — And you would take a rate of 10 per cent. That includes su|»er*tan 
also? 

4. — Yes, working on the figures given in the aniiexure to the question^ 
fiaire. 

Dr. Paranjpyr, Q. — You say that a good deal of that amount will he 
obtained from onl.v a few individuals? 

4.— Yes. 

Sir Percy Thompmn, Q. — We find from estimates which have been glvew 
in other proviiu^ that if you leave the agricultural exemption as it is, 
and if you low'er the limit of exemption from Rs. to Rs, 1,00(), you 

double the mcome>tax payers but the amount of additional revenue will be in« 
aignifieant. 

4.— Yes, That may Ih‘ tlu? ca5»e hero too. 

Q . — Would it not 1 k‘ difficult to have different rates of income-tax, one 
for agricultural inc^omes and the other for noii*agricultural incomes F 

4* — I <lo not think ho. iHK'ause the collection would probably he in different 
hands. If agricultural incomes are to l>e taxed, the land revenue staff 
will be in a very nuieh better position to do it than the income-tax staff. 

Q . — Yon find the total income and apply the lower rate to agricultural 
incomes? 

A . — Yes. 

Q . — In a way that would look anomalous, applying a low rate to ugri- 
eultural incomes and a higher rate to incomes which are mostly earned. 

A . — It may be so. 

Q . — Do you think it would be a vcr>' unpopular measure? 

A. — Yes; I think so, certainly. 

/>r. Paranj pye , — You suggest somewhere else that it would fet«*h about 

10 crores of rupees. 

A. — Yes; throughout India. That i.s a rough guess. 

Q . — You make an estimate of 70 lakhs in Bihar; it may he double that 
til ^ngal. You may get a small an mnt in Assam, in khe eastern districts 
of the United Provinces, In the Pun)\h an estimate was given that it would 
not be more than 5 lakhs; and I do ot suppose it will be more than 3 or 
4 crores on the whole for the whole of a idia. 

4. — I only say that it will not be I'ore than 10 crores. I said I could 
not speak with any kind of confidence al ^ut other provinces. 

Sir Percy Thompaou. Q . — In the Punjab out of 3i million cultivators, 
those liable to income-tax would be only . ,300. 

4. — Yes. I di.scu.ssed this with niy Perioiial Assistant who happens to be 
a Punjabi by birth and he said that there is very little to get from the 
Punjab. 

I>r. Paranjpye. Q. — In Bombay also an estimate was made and it was 
thought that it would not be more than 10 lakhs. 

4. — ^Yee. 

Sir Percy Thompson. Q. — On the question of reducing the exemption limit 
from Rs. 2,000 to Rs. 1,000, you consider that the question is whether the game 
is worth the candle? 

4. — ^Yes. 

Dr. Parcmipye. Q . — You say that the subsistence cost of living would be 
more than Rs. 150 for a family? 

4. — ^Yes. Hiis is the lowest limit of subsistence at which a man can 
keep himself and his family alive. I think he could just do it on Bs. 150 
ui ‘Uiese piois. 
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doe4 uf) ordinary Engllidi labourer getf 

4.— -I am afraid I cannot aay. 

Th^ J*re/ti(lrnt. Q , — You are not proposing R«. 150 to be the limit of ex* 
emption for incoine*tax? 

A, — No. I certainly would not put it below Rs. 1,000. 

Q . — You have referred us to the appendix to the Saran Reviaion Settlement 
Report. Can we accept that as an answ'er to our question No. 104? In endea- 
vouring to find out the incidence of land revenue in the different provinces, the 
only thing we have liecm able to arrive at is the percentage borne by the 
land revenue per acre to the economic rent per acre. You give us a ra* 
fercnce to this statement which gives ua the aefiets. I Biippose they are 
net HKAets. 

d. — I think they are net assets. I should like to verify that myself. 

Q/. — Rs. 0 there is purely an arbitrary figure. 

A. — It is hfis€Ml on the information have as to the produce. It might 
equally well be taken at He. 7 or R«, B. 

Q , — Would these figures Iw useful for arriving at a fraction more or 
less geiierally applicable either to a province or a tract, or would it be better 
to try and get a fresh figure? 

/!.— I have suggested that thi? >>est way is to tr}' to get the economic 
rent by finding out what the actual price paid for the various interests 
in land is. 

Q . — That will be from registered documents? 

.1. — Yes. Tile difficultv will Vh* that in some places the occupancy rights 
are not transferable. 

Sir Prrey Thompntin, Q. — Is there any difficulty when the occupancy 
rent is not an econouiic rent? 

d. — 1 think it is a question of what the property will sell for subject to 
rent. The rents iu Bihar and Orissa are customary rents. They do not 
indicate the fertility of the land at all. 

Thr President, Q, — You say “ I would prefer a comparison with the true 
economic rent of tlu* land, and believe it would be possible to frame one 
for Rthar and Orissa from a (‘Ciiisideration of the prices paid for occupancy 
rights and for proprietary rights **. How would you set alK>ut framing it? 

*4. — We have collected in all these settlement reports the prices paid 
for wcupaiicy rights and for yiroprietary rights w’hich should be the basis 
to start with an<l they would have to be corrected according to the dates 
when the different settlements were carried through. Many of these settle- 
ment reports are now' 20 years old 'and the prices have varied a good deal 
since then. 

Q , — You w'ould do it by a process of sampling? 

A, — Yes, Haiidom sampling of registeretl documents. 

Q , — You say “ Even this method would ignore the pressure of population^ 
on the occupied hind and this I believe to be an essential element.’’ Would 
vou inirocluce a moderating factor of some sort? 

.4. — 1 wrould if I could devise one. But 1 cannot suggest any souiid 
fof-mula; that is the trouble. 

Q — We must l>e content with a simple fraction? 

4, — T think so. But that would not be a conclusive argument. 

Pamnjpye, Q , — Do you mean to say that on account of the pressure- 
of t*opulatioti they starve themselves and still cultivate the land? 

4.-* What I mean is that you have not only to cousider wbat the total 
im ume is from land but also how it is dispersed ; that is, wheUier you haTa^ 
gol a large number of small men enjoying it, cr a small number of rich men. 
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— ^The is here to find out Uie pressure of sssessment on Inud in the 

different provinces; that is. the share taken of the agricultural income; and 
as the fertility of land may vary in different parts, yon find out the economic 
rent in each place and take the ratio. Now, bow\loe« the pressure of po* 
pulation affect it? 

A . — mean that in comparing one province with another you have to 
take into consideration u’hether a large tuiitil>er of moderately a^ell-off people 
are bearing this burden. 

Sir Perry Thmnpson, Q , — Does it press hard<*r on the small mant 

Suppose your rate of land revenue is uniform : d(H»s it matter whether it 

is on Rs. 5C) or Rs. 1(X)P 

.4. — One will he left with a greater margin than the other. You can 
take more from a man having 5(K) acres than from one who has 5 acres. 

y. — It is not a thing like inmme-iax. For example, you can say that the 
incidence of income-tax in France is so much, the incidence of incnmie-tax 
in England is so mni'h and you can say that the iiicidenco in France is 
much lighter than that in England. 

A, — Com|)aring Bihar and the Piinjah. 3^111 could afford to take a larger 
total amount of the produce of the land in Biliar than you cxuild in tho 
Punjab. • 

Sir Percy Thompson. Q. — Does it press harder on the Huiall man. 

Suppose yonr rate of land revenue is uniform ; does it matter whether it 

between one man and another. 

A. — My point was how you were going to use the figures. 1 wanted to 
guard against acc'cpting the contention that in Biliar and Orissa the total 
amount of land revenue paid is one-tenth of the agricultural income, whereaa 
in the Punjab it is one-fift^nth or one-twentieth, and consequently tho 
burden in Bihar is heavier. 

Q . — I think the State is entitled to 50 per cent. We do not care how you 
split it up. Why should the State get less he<rause the people divide it into 
parts 

A . — I think I am lieginiiing to he convinced. 

The President. Q, — According to the Saran report, no portion of the net 
cost of the settlement operations is borne by the Government of India. The* 
Act provides that it should be recovered from landlords and tenants in a 
trertain projmrtion. 

A. — In all the original operations in the permanent! v-seitled areas, the 
Government of India agreed, practically from the time they started, to pay 
one-fourth of the net coat. When it came to revisional operations, they 
said that they were not prepared to pay anything When the matter was 
thrown into the hands of the Bihar Government, this Government continued 
the same policy. 

Q . — You recover the whole? 

A. — ^Yes, at the revision settlements, in the permanently-settled tracts. 

Q . — At a rate fixed per acre? 

A . — According to what the cost may he. The cost varies in different 
districts from six annas to one rupee. 

y.— Can you tell if Bengal adopts the same or a different policy? It it 
sta^ in the Bengal Retrenchment Committee report that Government pays 
a share as a matter of grace. 

A. — ^Bengal has not yet got to the revision stage. It is still in the stage 
of original settlements. 

Q.— Yon say Hiat in the so-caBed raiyatwari tracts the cost of eollectsoiir 
is about 6 per cent- What raiyatwari tracts do you refer to? 

A- — mean the Oovemmeiit eetatee settled with the raiyate. 

Q , — In permanently-settled areas? 



A . — I think one per cent will be nmple here. But the difficultj will be 
ebout the overhead chargee eucb as the pay of the Collector and other 
oihoers. I have not thon^^t about that/ 

Sir Percy Thfmp»on, Q , — You say it would be exceedingly difficult for a 
Bevenue Officer to apply a limit, which was set low* enough to include among 
the tax-payers a proportion of the actual cultivators. 1 do not quite follow 
you, 

A. — It is an answer to: “ Is it practicable for a taxing officer to ascertain 
whether an agriculturist's income exceeds this or any limit 

Q , — What exactly do you mean by the term *' to apply a limit 

A , — I mean to work on a limit/* i.e., to decide whether the income of the 

agriculturiKt does or does not exceed a limit, 

Q . — You say that there is already a statutory payment of one-fourth of the 
purchase money on transfer of whole or part holdings in the temporariiy- 
settled estates of the Orissa coast districts. Why was that given to the 
landlord P 

,4. — The history is that it had l>een taken for a good many years. When 
Government waiite<l to get through the Orissa Tenancy Bill this was agree<l 
to. 

Q . — It i»Ki formal recognition? 

A. — Yes. It w'as part of a bargain to indin e the landlords paas the Orissfi 
Bill as it was. 

Dr, Paranjpye, Q , — Is this premium taken into account in calculating the 
tncoiue-iax ? 

A, — At present I think it is regardisl as agricultural income. 

The Prenuh iif, Q . — It has been suggesteii to us that taxation of minerals 
abould combine three elements. The first would be a flat rate on rai,sing.s or 
fiespak-hes. The second will be a levy on the landlords. The third wdll bo 
a tax cm the profits (»f the c'ornpaiiies. This w’ill Ih' on profits over and 
above a fixed rate so as to secure a share of the difference in value of the 
better class mines. 

.4. — As regards the first and third I agree. I am not quite sure of the 
second. 

Q , — The sec'ond is this. At the time of the permanent settlement the 
profit of the xumindar could init ha%'e been anticipated. When he gets 
a windfall you ought to take a pretty good share out of that. In England 
they are levying a tax on mines. You should take a part of the royalties 
taken by the xiiniindar. 

A, I think that is reasonable. But T have indicated in my note that 

royalties are already taxeil. I think all the three elements ought to come 
in. 

Q . — Then it is suggested that you should abolish cess under the present 
system of taxation. Levy these three, and put the whole into a fund which 
should be shared by Imperial and Provincial Governments and local bodies. 

A, — ^The difficulty would be who is to decide how it should be shared. 

Q. — Development of mines is a provincial subject and the Imperijd 
Government employs certain expert officers. As the Provincial Government 
gets the benefit a payment has to be made for services rendercnl. The same 
applies to the local l>odies. 

A. — It might be a provincial *ax with a eontributiou to the local bodies 
and a payment to the Central Government. 

Q, — In both cases in view of the services rendered.^ 


my •tsmination I into th« point. The cost of the tmuxi ostabllshineat. 

omittisf Uist required for coUection of loesl cess, which is now alm^ always collseM along 
with land rwmuc mdAiug overhead charfee will be in Bihar and OHsse eomethinf like 
•even pet mtlte of the land revenue demand. 
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.4. — think the idem U a sound one hut wonk) want watdiiiig me 
to how it would work out. The trouble is that the senrieea rendered ire 
so very various such as supply of pure water, conimunicatioiia^ etc. As 
regards communications, the difficulty at present is that the comllleldi lie in 
an administrative unit which is agricultural am well aa industrial, and the 
complaint is that the former gets an unfair proportion of the benefits of the 
cess, 

Q, — ^The Central Provinces creates a special board for the mining area an« 
solves the problem in that way. 

4. — 1 am not an expert on these points. 

Sir l*t»rry Thump.<*ni. Q . — The question what sort of royalty Ck^vernment 
wouhi put on its own minerals u'ould depend upon the compc^tition from 
foreign minerals. 

4. — That is a question which the Coal Committee are considering. On 
that point I may say that four years ago the trade a^as quite ready to have 
a tax. But now there is a very different feeling because foreign competi- 
tion has knocked clos’ii prices. 

Q . — In that case it is impossible to put on anything appreciable by way 
of royalty iinloss tliere is CH>r responding import duty. • 

.1. — Even now the trade* appears to be trjdng to get that conctssHion for 
coal. 

Q . — If you once say that you are going to put on a royalty, won’t you 
practically kill the incentive to open up mines ^ 

.4. — T think at present you w'ould kilt the enterprise. But the coal trade 
is expecting an itnport> duty. Would it not be possible to put on a tax with a 
sliding wale linked to the price? That is rather my idea. 

p. — ^With regard to tobacco, it is suggested to iia that very little tobacco 
is manufactured here, and what is manufactured is manufactured m a 
cottage industry, so that you would not get much hy your stamp fluty. A 
scheme lias been suggested to us on the following lines. It is selling by 
auction the monopoly of vend for a particular area. You couple with 
that the licensing of traders and exporters with a nominal fee. You wilf 
then compel the cultivator to pass his crop on either to the monopolist of 
his own area or of another area, or to a licensed trader, or exporter. You 
can also have a duty on factory-ma^le cigarettes. 

4. — T think it is a possible scheme. The only question would Ik* whether 
the amount of tax would lie proportionate to the amount of oppression. 

T)r. Paranjpye. Q , — If each man pays two annas it will lie two or three* 
trores. 

A . — I am not speaking from the point of view of the consumer. I was 
talking about the difficulty of the producer in marketing the crop. I think 
the system is better than any other, if you are going to get hold of the 
bulk of the crop. As far as Bihar is concerned, I now undenitand that 
very little of it comes into factories. 

Q. — In this scheme it will be up to the monopolist to find out the illicit 
sales. 

4. — Yes. 

Q , — Do you know anything about the yield of tobacco per aereP 

4. — I have never studied the question, 
about the curing process? 

4.— No. 

Q , — ^Do you know anything about court-fees? 

4. — 1 had something to do with it when 1 was Judicial Seorctaiy. 

(l.-^Do you get a profit on court^fees? 

A.-^The Bihar and Orissa Goremment put up the court-fees about twn 
years ago. That brought in a very oonaiderabie revenue. 
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Q, — Are brought in cither prorinces in order to eeoape the higher 

eourt-fee? 

A, — The«e big huiU vot^i Governnient more than the court-fee. ReiiUy 
euitfl do not jiay. Huch a suit will take the District Judge more thau 
«ix rnoritba to trv, and it will take three High Court Judged three months. The 
coat of theae offiWra is very high, while the maximum court-fee ia limited. It 
ia not a profttable proposition from the* Government point of view. 

Q , — You do not mind the parties going to another province? 

A. — No. 

Q , — Would you mind charging daily hearing fees? 

4. --That might lie a good idea. 


Written memoranda of mtnesset not examined orally* 

Written memorandum ofRaja R4G HUNANDAN PRASHAD 

SINGHt M*L*A., Mongkyr (Bihar and Orissa). 

« 

Lviroduction. 

1 propoHO to cixamiiK? in the course of this .statement the position of the 
landholders and hankers with leferenc^e to the Questionnaire issued by jrou 
and to state iny view.s with regard to the burden of taxation as affen ting these 
edasse^. H\ii I shonki like to mention at the very outset that it is my convic- 
tion that thane t>vo classes are already heavily taxed and that it would be 
uneconomical to impose any fresh burden of taxation on them. Whatever 
disparity might have existed before the tvar between the burden of taxation 
borne by the richer classes in Tiidta (1 use it in the commonly understood 
meaning as referring to Inndlmlders) OvS eiiinpnred with similar <*laKse8 in other 
countries in the West, unforeseen effects of the war have im|iosed a burden of 
higher taxati<in fu th«> limits tfi whirh it t^oiild be taken. The outstanding 
characteristic dominating all the aafieets of India’s c'conoinic life during laai 
tlireti dwades has Ihhui that the country has been passing through an indui$- 
trial revolution, similar in many respects to tlie one which took place in Eng- 
land during the early part of the last c<nitury. During this period India has 
been in a state of transition from the old archaic economic order to the new 
and reorganised order. This transformation i.s still in its earlier stages 
though it is in many ways strikiiija;. India has attained to a (lObition eighth 
in importanct^ among the industrial nations of the worlds, but still the per- 
centage of her population engaged in industries and ooininert^e is still about 5 
per csent. EtMinomic conditions in India^ therefore, differ wddely from those 
in the West. To add to those essential differences, the repurcussion of poli- 
tical happenings has also had an influence even in the examination of econo- 
tnio questions and as a result, the landed aristocracy have, more often than 
not, bi^n made the target of attack from economists examining questions of 
rent, taxation, production and consumption from a political standpoint. 

Political economy as developed in the West is based upon certain hypo- 
thetical assumptions, which are not true in the ease of an agricultural country 
like India. Besides, the social factor is a very important consideration in 
India and however much economists might deplore this or that social usage or 
custom, it null take a long time indeed to bring about a change, root and 
branch. The family and the caste are still more powerful than the individual 
in detertnining his pasition in life. Population and production in India do 
not still follow, to any large extent, any economic rule. Disease and famine 
are still common and the uncertainty of seasonal rains is a great handicap to 
any satisfactory estimate of prodt^ion. In the above circumstances, the 
operations of the great war and its crucial experienoea for aU classes formed a 
powerful addition to the uncertainties of judging India by accepted economic 
canons. 
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With these preliminary observatiom, I shall now proceed to give in brief 
tny answers to the questions raised by you. * 

<The number at the l>eginutng of each answer refers to the serial nuinbmr 
in Questionnaire). The answers are given onl^v to such questions as are 
of interest to me or upon which I have to oner any ohservations. 

A suggestion : — 

An enquiry into the national income of this country is a subject very 
ttiii>oriant before the question of the taxable capneily of tlio people could 
l>e adecpiately determined. It is satisfactory to note that His Kx^vllency the 
Vit'eroy has annouiu'ed the appointment of an Economic Enquiry ('oininittee. 
As your ('oinmitUH? have asked tVir suggestions on this suhjcx^t, I a^ould like 
to draw your attention to an American publication under ilu^ title of ** Income 
in the Unitotl States ” by \V. C. Mitchell, W. I. King, F. U. Macaulay and 
O. W. Knaulh Hlarcourt Hrat'e it Co., New York) publishcMl under the aus- 
puxis of the National Bureau of hk^oiioinic Research, a corporate Innly com- 
p<aied of very dislingutshed c^conomist^, who hnvo cluhl>ed together to work 
out their belief that “ social programme.^ of whatever -sort should rest when* 
ever po.ssil>le on objective knowUnlge of facts and not on subjective 
impressions.'' The book gives an €»xhansiire statistical analysis of the income 
of the people, tht^ flnctuation.s in their money income, its distribuQou among 
wage earners and others, the < hanges in the per nipita earnings and flimlly 
an instructive comparison with incoim^ in other countries. The figures were 
compiled by two alternative studies from the sources of prcMluction and from 
the amounts of income rtitcived. It is claitmxl that the maximum iliscrepaney 
in any year hotw’€H>n the two sets of preliminary totals wui« only 7 per cent. 
The method adopted in this book may he found useful in undertaking similar 
research in India. 

Q. 1. — hi my opinion these figures are not in thenmolvea coinploio or ade- 
quate to estimate the wealth of the country. An elalwirate survey of these 
considerations will have to be specnally undertaken. 

Q, 2. — I have no knowledge as to how th€» estiinates in thiw caiieti have 
been obtained. I am inclined to think that any estimate taken before the war 
would be unreliable for our present purpo.He«. I am in favour of a fresh and 
detailed enquiry by the Government into this question. 

S , — I agree. 

Q, 7. — They arc not of value in relation to an etupiiry into the incidenc© 
cl taxation. 

y, 13. — In the case of a Government coiiiniercinl or Keini-comirierciiil under- 
taking, there should be an endeavour only to seeure a commercial return so 
that there will bo an element of taxation coupled with a payment for services 
rendered. 

Q. 14 , — The profits earned from the revenues of the State Kailways, Posia 
and Telegraphs after deducting the cost of working are really a tax upon 
the people, m a large majority uses these utility departments. This might 
include the monopoly profit from Tramways also. Their incidence is wide- 
spread. The rerenne derived from telephones is an additional tax on the 
emnparatively few rich and the commercial classes. 

Q, 15. — I would prefer to charge a fair commercial profit, 

Q. 1C . — It would lie unfair to tax the increase, as sufficient time should be 
Allowed to see whether the increase is due to betterment or other pauses. 

Q. 25. — I entirely agree with this statement. 

Q. 24. — A tax on entertainments or railway ticketii would be no great 
economic burden upon the classes that use railways or go to entertainments. 

— ^Yes. 1 would exclude it from consideration. 

g, 27. — Every member of the community should pay a tax of some sort for 
the security to person and proiierty which lie gete from the State. 

g^ 2S,-^Ym. In fact, it should form the very criterion lor giving repre- 
AHrtatiim. 
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i9. — My opinion ia thnt direct tnxation hiui alweys been nnpopnlaar In 
India adhere the public aenae ia rudimentary. Hut, when the aenee of a eiti- 
fen's duty towards the Btate grows in a country, it becomes erident to all that 
the moat scientific and the fairest method of taxation is direct taxation. This 
fact is not fully rec^gniaed in India. It will, therefore, be simpler and more 
politic to continue for the present along the traditional paths of indirect 
taxation. 

— X poll tax would be very unpopular, but I think that the present 
tax on salt is, in itself, a tax upon all classes. 

Q ffl — Xhe choa'kidari tax is in the nature of a poll tax and should ^ 
continued as such. The same remark applies to the profession tax also in 
the case of the lowest classes on which it is impoHed. 

Q. , Iff.— No. That is the reason why T prefer their continuance in their 
present form. 

Q. ,7.7. — III the present state of economic life in India, the great question it ^ 
whether some relief from the prc'sent scale of taxation may he expwted in the 
near future. To this question the prospects of the public exf>enditure give a 
negative answer. The present level of taxation has already imposed a great 
burden on classes affec’ted hy the income-tax. The present scale should, there- 
fore, he continued as they are. 

Q. . 74 . — Th€‘ pr€>Kc»iit .scale of graduation is satisfactory and should not be 
alterc^d. 

Q. .77. — In the budget of lil2C)-21 the burden of the excess profits duty was 
removed. This was accompanied by a modification in the super-tax. The 
su|>er-tax on the* iindivtde<i firofits of companies and firms, as it existed then, 
had Ik^ui adver»€»ly critici.Hed on the grounds that it gave an incentive to 
CHimpanies to distribute more in dividends than was warn.xUd by their finan- 
I ini position and that it penaliscHl those companies whicl: endeavour^ to 
strengthen their reserves. It was urged that the Governint>xt should have 
levied the tax at a mcKlernte rate on the whole income of companies instead 
of applying the higher tax to their undivided profits. The Government, 
therefore, have now relieved the undivided profits of companies and firms of 
the super-tax which ran np to three annas in the rupee and replaced it by a 
new form of .super-tax roiisi.sting of a flat rate of one anna in the ru|>ee, 
assessed upon the total income of each company in exc€*s8 of Hs. 50,000. This 
was to be in addition to the ordinary tax. on before. The super-tax on indivi- 
dual incomes remains unchanged. I consider thi.s satisfactory and should be 
left as it is. 

Q, SS , — T am not in favour of the removal of the exemptions given under 
the Act II of 1886. 

S9 . — I do not agree. 

Q. 40 , — I would leave it as it is. 

0. 41* — I <lo not agree that the objection is sound. Whatever objectiona 
migltt have been urged, I believe the reproach has been removed by the growth 
of an accountancy profession since the passing of the Indian Companies Act 
of 1911. Further the introduction of a centralised and a more eflBicient sys- 
tem of income-tax control has tended in a very large measure to rid the sys- 
tem of income-tax collection of any abases that might have existed in the past. 

Q. 47 , — I am satisfied with Uie present arrangements in regard to the 
assessmeni of income-tax. Whether it is assessed on the previous year's 
incox^de or on the average of three years’ income, as in England^ it does not 
very much matter in my opinion. 

4d.~-^^VThe aim of taxation is revenue; by confintt^ indirect taxes to a 
few articles the cost of collection is dhmnisbed ; the selected articles diouid 
be, however, sufiioient in number and of such a kind to touch all dmsses and 
to reach in a moderate degree those who do not contribute to direct taxation.’* 

In the conditions existing in India at presrat, I should think that this ie 
a sound maxim, and 1 wouH urge an addrdonal reason for conllmM taxa- 
tion as far as possible to indirect taxes. At 1 have already menitoniid, tiiiiw 



is a strong preiudiee in this countr^r against diraet Uxos. llio colloction of 
taxes is in fact a very important factor in determining this question and nn-* 
less expenditure incurred in the collection could be brought down as low as 
possible the very object of taxation, ris., to obtain re%'enue is noUided. 

I agree with the dictum of Armiiage Smith. “ The rule that neoessanss 
should he free and that indirect taxes should fall only on luxuries is thus a 
counsel of perfection not always attainable; in a country where tbree^fourths 
of the population eonsutiie no luxuries, the majority can only he taxed through 
necessaries, and in these cirt'^umstances there is no hardship in such a tax.** 

This is esfiecially true of India. But with the growth of an industrial 
population and the movement of (>eople from rural to urban areas, the range 
of articles consumed hy the majority of {>eople becomes wider. 1 would, there- 
fore, suggest that where necessaries of life are iaxtHl at present there should 
be no further increase, but articles a*htch though not necessnne^s in the strict 
sense of the term, are commonly used hy all classic, new avenutw of such 
taxation should he explonni and a burden spreading over all hut hitting none 
in particular should be devised. Mi an illustration of this view, 1 luight men- 
tion the case of soap. It in not an article of nc^cessity like salt or food grain. 
But it is commonly ust'd hy all classes. A light excise duty on such articles 
rec*omi]teiid.s itst»lf to me as a sound proposition. 

Q, 4^f, — Yes, 1 would recommend an excise duty on the iirticlgs given in 
your list except the folloa ing : — 

Candles, coal, cotton gocKls, matches, salt, sugar, sweets. 

Q, 50, — I do not think that sm*h graduation is practic'able, 

Q, 51. — T do not acc'opt the statement of JeiiHi*n, quoted here, in its 
entirety. 1 do not agree that “ from every point of view salt is admirably 
adajited to he a ttix-lioarer." It fs no doubt universally UHt?d, hut the amount 
used by a tax-payer is not small. In the case* of a family c^oiisiiititig of chil- 
dren, women and others who are de|>endeiit» on one or two wage-earners, the 
incideiicfe |>er head is a fallacious theory. It is really a hardship, 

Q. 5 ^. — 1 ncwqit it i.s less o|>eii to evasion than any other duty. 

Q. 5S. — The only figure given for an oriental country is that of Japan, 
tds., 4 annas per head per annum. Compared with Austria Rs. 2-124), or 
Caecho-SIovakia Rs. 1-1 4-0, the tax on salt in Japan is very light. That 
might in itself l>e taken as an indication of the unpopularity of the tax in 
the East. I consider that the present tax on salt in India is high and should 
be lowered if possible. Any increase is, on the other hand, entirely inadvis- 
able. 

Q, 54 . — 1 rec'oiiiiiiend that the present system might Ih^ continued. 

Q. 55. — Certainly, I would advocate an extension of thc^ monopoly Hystem, 
if it would give a purer and what is very important a rheaper nrtirh. 

Q, 55 , — No protective duty should he levied. India could he made self- 
supporting by demonstrating to the |>eople that a purer and cheaper article 
could 1 m manufactured locally. In an article which is a necessary of life, a 
protective duty, even though it may he levied with the object of Ntimulatiiig 
production, is inadvisable and unfair. 

Q. 58, — I would advocate a uniform method of sale throughout India either 
by weight or by measure. 

Q. 59 . — ^I am not in favour of any steps in this direction because 1 am 
afraid the Government agency wrould 1 m comparatively more costly. 

Q, 61 , — I do anticipate the introduction of a policy of total prohibition in 
Bihar and Orissa, if not in the whole of India. My own belief is that jt will 
come in the near future. 

— I should prefer the scheme proposed by the Bombay Excise Com- 
mittee except in two particulars, vis., a succession duty and a taxation on 
** fuiuree.*’ The latter would t>e unfair and my reason for not approving the 
former will be dealt with when I come to sooeession duties diseuiiNmi in ques- 
tion Mo- 137 tfi/m- In the province of Bihar and Orissa/ I thinlc the expen- 
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ditiire for the enforeemont of prohibition might not be so large as the pointa 
jhrom which import into the province should be checked could be managed by 
a smaller number of officials. The prevention of illicit distillation within the 
province could in the future be done at a lesser cost by a coordination of 
excise powers in the hands of revenue^ police and forest officials. 

Q, €S , — 1 do not agree u'ith any of these statements. I will deal with them 
one by one serially. 

(1) I do not think it is any positive good and experience confirms my view, 

(2) Conditions and popular conceptions in India are different. 

('3) To permit the use of an article which is definitely know'n to be detri- 
mental to personal health, morals or public order is not a .sound practice in 
any well-ordered state or society. However heavy the restraint in the shape 
of a tax, its use could neither checked nor it^ evil consequences be mini- 
mised. It will only lead to the degeneracy of the nation to encourage its 
use by any form of permissive? legislation. 

(4) The? above remarks apply in this case also. 

Q, M7 . — I would substitute for the deficiencies in revenue arising out of 
the? views I advcK'ate, a tax on the following: — 

Advertisements, 

Armorial bearings, 

Hotting, 

Hicyc!c*H, 

Knt«»rtainment.s. 

Motor cars. 

Railway travelling, 

Telephone's, ami 
Tourists. 

Q, — T have no comments to make. 

Q. — They should W so limited as just to cover the cost of the courts 

inc’Iiiding pensions of officcTs and capital cost of buildings. 

Q, 90 . — I do not agrt'e with Hobson's view*. 

Q. — I WM>u1d prefer a tnore general extension of the ent/ertaininents tax. 

Q, 90 . — A tax would vary with income and would give exemption to those 
who paid at a low rate. A rent is not so. From this point of view, land 
revenue is ii rent and not a tax. 

Q. 97 . — There are other influences such as failure of rains, seasonal 
changes, cHniatic conditions, prevalence of epidemics, etc., which affect the 
prosperity of the cultivator. 

Q. 98 . — So far as the permanent settlement is concerned, none of these 
criticisms has any force from the point of view of Government. 

— I have no views to offer regarding temporarily-settled areas. 

O. 100. — ^There should be no exemptions for, I believe, that exemptimis 
would lead to fractionisation of lands. It would encourage bad farming bj 
exempting even those who neglected the land. 

— j do not approve of any tax on mutations. In a country like 
India, fractionisation must always remain where there is partition or joint 
family property. 
q. iRf.— No. 

q. lOS.So. Land revenue must in my opinion always remain with tlie 
provincial authority. 

104 , — Dealing only with permanent settlement as in Bihar, the beet 
me^od of ascertaining the incidence of land revenue would be to divide tlie 
land revenue by occupied area so that only those who are affected by the 
payment of such revenue might be counted in forming an estimate. 

Q. 105. — 1 do not consider that any further taxation should be imposed. 
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Q, 106.^1 agree. 

S t. lOS and J09. — Octroi dutioti ^Ahoutd be di)»continued and the aame remark 
t apply to termii^B] tax alM>. But if it is decided that octroi ahould 
oontinuef 1 aoutd suggest that it should, aherever poNsible, be replaced by a 
terminal tax. The house tax a fairer tax than land tax, 1 do not think 
that octroi ia liable to be evaded in any appreciable measure. 

Q, III , — Tolls should be abolislietl except where a local ex|>enditure bene- 
fits largely people who are not otherwise contrihuiing tinylVniig to local taxa- 
tion. ror example, a bridge constructed by a ItH'al board and largely 

used m a highway by traffic from other districts on the near border ahould 
be subject to a toll lovie^l on conveyances that have not htnui registered or 
licensed ariihin the jurisdiction of the local bt>dy. In no case, should there be 
two tolls within a distance of less than ten miliwi. 

Q. Jli . — It should be levied in whole from the owner us it would Ih> a 
difficult task tor local officials to collect it from the occupier who might change 
frequently. The owner will always be able to shift the burden on to the 
occu|iier in the colle<'tioii house rent. 

Q. IIS . — Political considerations play at the present moment a great part 
in the l<K*aI bodies where the laud-owning classes are in a minority and are 
often ont-nutn}>er4Hl in voting strength. A limitation of the taxnhle ponrers 
of the hx'ul authority would, therefore, Im> necessary to protect the land-own- 
ing and house-owning classes from being subjwied to uiuMx>noiiiic f^unleim of 
taxation levied by loc^al iMKlies controlled by a prejudictnl middle clasH. 1 do 
not think that this limiuition will, in any tangible degree, coiiipel hx^al 
authorities to liav'e recourH4» t.<i other forms of iiixation %vhich iiiay he Iohm 
defensible irom an isronoinic standpoint. 

Q, 114 ’ — 1 have no cointneiits to make. 

Q, ll/i , — The rating should he on the nndevelo|)ed vahie 'tnd exemption 
should be given on iiiiprovement.s. 

Q, 117 , — The contrilmtion from the general exchequer should be in the 
form of grants-in-aid ear-marked for particular items of expeiidKure. The 
subsidy should take into considerntion the relativ4» importance of thv' expen- 
diture in the interests of a single province or of the whole country. 

(j. IIH . — The control over the ex|ienditure should, to a large exUoit, r#*- 
main with the Governmefit as UkuiI self-governing units in many |>artn of the 
country do not still exhibit sufficient local stiinuiiis to ensure efficiency. 

Q, 119 . — f would n'coiniiiend the introductioii of tuxes on hotels, tninet 
and employers of )al»our. 

Q, 120. — (1) I do not approve of thjs Htiggesiion, lK>cauHe it will mean an 
elaborate enquiry into the economic life of the villager and unless a very 
complicated machinery is set up it is not feasible. 

(2) Among the measures su^ested by Prof. K. T. Bhah I am personally 
inclined to favour a registration fee on tnarriag(«s, tax on houses, tax on 
motor cars and other vehicles, but I must strongly opposes an income-tax on 
agricultural incomes. As for furcessjlon duties, I oppose tiunn for reasons 
wkich will be given later. 

(3) A tax on dowries may be suitable as an alternative method of taxation, 
but I am not sure whether it will continue to lie a source of revenue especially 
in view of strong social influences brought to bear against the system of dow- 
lies in general. It might be a supplementary source of income for the next 
ten cr fifteen years. 

(4) A tax on advertisements, on race homes and motor cars is in my opinion 
a feasible proposition. 

(5) 1 agree with Mr. Vakil’s suggestions. An export duty on hides and 
akins commends itself to me as an eminently justifiable proposition from many 
pointe of view. Popular opposition will be the least in this case. 

(6) 1 do not agree to any modification in the present method of collecting 
land revenue, or the abolition of the existing system. 



Q. 121. — A» ftn object of t«x«tion, I do agree that tobacco is more desirable 
than salt. I shall be in favour of a tax on tobacco, al^on|^ I do not beUere 
that any taxation will lead to the curtailment of oontiunption. 

O, IS?. — I strongly oppose the imposition of any duties on inheritance or 
succession itnposod upon personal or property value. The death duty has 
been pointed out by politicians as a bin^ly successful one in western countries 
and It is this fm.'t that is pointed out as a reason for the desirability of ita 
intrmlttction in India in preference to other new taxes. But, while up- 
holding it, on economic and fiscal grounds, it is a painful surprise to me that 
economists and politicians do not take into account the peculiar circumstancea 
existing in India. In the first place, the inheritor, if he is a Hindu, will have 
to perform the funeral ceremonies of the person from whom he inherits. To 
fhose acc|uainted with the religious practices and social usages of orthodox 
Hindu coniinunity. it requires no argument to show that such funeral cere- 
monies are more often than not of a highly ex]:>ensive character. Besides, the 
person inheriting the projierty a*ill have to support the members of the joint 
family. Another, and a very potent ohjcK'tion to death or succession duties, 
is in tlu* caiM:* of landed property. It is sonietifii€»s found impossible to raise 
the amount necn^ssary for the payment of such a tax, except by selling or 
mortgaging the property at a heavy loss, a contingency which no well-wisher 
of the people of this country can contemplate with cHiuiinimity. It is also 
niy c'onviction that the lc»vy of this tax will have to he followed by such com- 
plicated silfc^guards in order to restrict a transfer of real property during 
life hy gift, or by collusive sales that the cost of this rnachineiy^ will more than, 
outweigh any revenue to Ik* dorivc»d therefrom. This tax appears to me 
highly objec tionable on all these grounds. 


Wriltan memorandum of Mr. A. P* MIDDLETON* I.C.S.* 
Commistioiier of Income-Tax* Bihar and Orieea. 

Qs. SS and 40 . — If a substitute is required for other taxes that are abolished, 

I consider that an increase in the rates of income-tax could be usefully made 
l>ecau8e a largo amount of revenue could be obtained by a comparatively 
slight enhancement of rate® on income which can well afford to pay more. 

I should suggest that the 9-pie rate should end at Bs. 14,999 instead of at 
Rs. 19,999 as at present, and the 12-pie rate apply to incomes from Rs. 15,000 
to Hs. 19,999, the 15-pie rate from Rs. 20,(K)0 to Rs. 29,999, the 18-pie rate 
from Rs. 30,000 to Rs. 39,999, and a new 24-pie rate from Rs. 40,000 upwards, 

I calculate that these increases would give an extra Rs. 51,20,000 in this pro- 
vince on the figures of 1923-24 which i.s an increase of nearly 12 per cent on the 
net demand of the year. If that percentage holds good throughout India, 
there would be an increase on the figures of 1922-23 (the latest figure available 
for the whole of India) nmouating to Il*s. 1,80,00,000. 1 think also that the 

minimum taxable income might he rc^luced to Rs. 1,500, and in that case I 
would suggest a 3-pie rate on incomes of Hs. 1,500 to Rs. 2,499 and the 5-pie 
rate from Rs. 2,500 to Rs. 4,999. Rut I am not sure whether this innovation 
would be justifi^ by the amount of extra revenue obtained in this province. 
There are now 3,339 assessees with incomes between Rs. 2,000 and Rs. 2,499 
and the tax collected from these is only Rs. 1,47,000. 

Q. S4 . — I prefer the Indian system of graduation to the English system in 
which graduation is obtained hy means of allowanc'es and deduc*tions. It is 
simpler both for the assessee and for the assessing officer^ and therefore better 
satUfies Adam Smithes canon of certainty or definiteness. I have heard criti- 
cisms against the Indian system on the ground that the first Rs. 2,000 of 
income is not exempt from assessment as in England, hut it appears to me 
that no question of al>stract justice is involved, the State having a perfect 
right to decide whether the minimum taxable income should be excluded 
altogether or should he included in the income assessed, and I think the 
oriiietttm is based merely on a comparison of the law in England, without 
realising that the whole system of graduation is different. 
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Q. SS.^From my experience in this prerfinoe. I do not think that any 
differentiation in lavonr of earned incomes would baTe much effect on the 
revenue. The Tndians are apparently not Hy nature investors, and instances 
of a man investing: his sarinics or inherited wealth and livinic on the interest 
(to take the simplest case of unearned income) are very rare. There would 
also be pra^^tical dilfieuittes as in many Hindu joint family businesses, ibe 
head of the family is in the pofsition of having invested all his money in a 
business now entirely managed by his descendants and takes no part in the 
niana^enient or in the eariiiiiK of the profits, tboiiuh his capital is inrosteci. 
If any differeiitiaiioii were attempted it wonUl, I think, l>e very dilRcn/ to 
frame rules or legislation which a*ould cover all the eases likely to cxTur. 

— I regard it as quite impracticable to make provision for allowances 
for the nuzu)>er of persoiiii supported out of a particular imxime. Indian 
customs are such that no assessing officer could possibly verify the claims 
anti there would Ih» endless frauds on the State. 

Q. SS . — In my opinion ScM'tiou 2 (i) (a) should be repealed; this would 
have the effect of taxing the receiver of rent or revenue derivecl from laud, 
bat not the actual cultivators. I consider that there is no sufficieiit justifica* 
tion for the exemption which is nour given, and perhaps there is none for 
the exemption which 1 propose for the actual cultivators. But there is a 
pracrtieal reason that oven amongst cultivators who make net profits of lls. 2,(X10 
in the year from cultivati<»n. the luajority are not at present sufficiently 
literate to keep accounts fr<»m which their true imonie cx>uld l»e iuqg*ertatti4Hi. 
For instance, most cultiviitorM would have the greatest difficulty in proving 
what proportion of any loan was taken for agricultural purposes, so that 
interest would \w de^luf’tibU^ fr<im their gross profits under Solution 10 (2) (fii), 
and what proportion was h<irrow’e<l for purpOHt»s other than iigriculiure. If 
the receiver of rent or revenue is liable to taxation on such income, I consi- 
der that he should be allowed to set off against his profits, his land revenue 
and any sums spent on the development of his cHtate or for the benefit of his 
tenants. To eff€H‘t this, some amendment of the law w'ould be necessnry 
either under Section 10. if the income is taxable as a buHiness, or ScK'tioii 12, 
if it is taxable as income from other sour<?es. There may, however, l>e poli- 
tical reasons for not abolishing the existing exemption : for instanixs if a 
no-rent campaign were ever actually started and bocrame effectual, there 
would either lie no rent to tax or it would l>e most undestrahle for Go%'erii- 
ment to antagonise the Inndlords. 1 am unable to give any (^Ktimute of the 
number of persons receiving rent who w^oukl lHH‘oin© liable to taxation under 
these proposals. 

Q, 41 , — The growth of the accountancy profession hardly affects this pro- 
vince w'here the majority of the husitieHs assf^HHtx's are Indian traders w'ho 
keep accounts in the vernacular and do not have tlmni audited. Hut I do 
not l>elieve that the fTidian incotiie-tax is any more or any less than in other 
places a tax on honesty, and certainly with the reorganisation of the Incotne-> 
tax Department and with a better class of assc^ssing officers able to rend 
vernacular accounts, the dishonest traders have much less chance of escaping 
proper assessment and I Iwjlieve they are beginning to realises this theniselves. 
iHiere must always be great temptation to manipulate accounts, if not to 
forge them, and I iindenstancl that India is not the only country in W'hich 
people succumb to this temptation : hut the impular lielief that ev<*ry trader 
has two or more sets of a<x*ounti> does not seem to mo to lie justified by the 
facts. I have heard peo|>)e say that the Indian traders keep one set of 
accounta for the Income-tax Department, and another for the Civil Court, 
another for his partners, and fourth set, the only true one, for himself. But 
1 think that people who make such statements fail to realiae the amount of 
work involved in keeping up even one complete set of accounts for a busi- 
i|pss of some dimensions. 

S . 49 , — I am strongly in favour of preecrihii^ a standard form for acoounie 
[ cases of assessment under the head of business, where either the accounte 
have not been audited or are not kept on the mercantile aceonntancjr system. 
As a mattm* of fact, the form of return ef income prescribed by a statutory 
ippl# directs the siBcimcr who does not keep aecounte on the mereanlile system 



to file ti fitatement nhowing how he arrivea at the taxable profite shown in the 
retarn ; cletaiLs of f^rottH receipt and of the expenditure claimed to be set 
off. In thih province, 1 have introduced a simple form containing colomita 
for various commodities ; for opening balance, purchases, sales, closing halanoey 
gross profits or loss, claims for^xpenditure, depreciation, etc. I do not^ 
suggest that such a simple form would he sufficient generally, but I aa 
quite certain that Hi>ine such form iff of great sHsistame to the assessing offioer 
and appears to be welcomed by the less literate assesseee. 

Q. — Possibly publicity is theoretically desirable and Adam Smith's 

canon of certainty it generally interpreted to mean both definiteness and 
publicity: hut I do not think it is practicable to depart from the hitherto 
acknowledged principle of this country that income-tax records are confi- 
dential. To do so would l>e to give rise tn a regular ariirv of spies and in- 

forincTM, and to counteract these, I believe that there would be a great in- 

creufUf in attempts at wholesale evasion by every means possible. 

Q. i7. — I consider that the Indian system of assessment on the previoua 
year's income is preferable to the English system of assessment on the thrao 
years’ average. One clear advantage is that a man a*ho has had a pros- 
perous year is taxed when he is best able to pay, and thus Adam Smith's 
canon of convenience is satisfied. A possible objection is that an assessea 
may find it easier to conceal the profits of a single year than when an 

average is taken : but 1 think the existing law meets that objection. The 

accounts #f throe years prior to the year under assessment can, if necessary, be 
called for and income which has escaped assessment in any one year can be 
assessed at any time before the close of the year after that in which it ought 
to have lieeii assesscKl. 


Written memorandum of the Bihar Landholders 
Association, Patna* 

The Committee wishes to confine its remarks chiefly to landed intereete 
which it has the honour to represent. The Committee is really surprised at the 
astounding suggestion made by some witnesses before the Taxation Enquiry 
Ouninitteis to the effect that (a) the terms of the )jermanent settlement should 
^ infringed ; and (h) that a tax on land should be levied. With due respect to 
the ofunion of these gentlemen, the Committee begs to emphasise the fact that 
the pledge of inviolability of the permanent settlement, as laid down in the 
law of the land, is really Mtvrfsam t and binding for ail times and on all Gov- 
ernments of the country, howsoever constituted. 

An\’ direct or indirect tampering with the terms of the permanent settle- 
ment by imposing a Iniul tax or otherwise is bound to create the greatest com- 
motion and evoke tremendous agitation among all classes of people. If sudi 
a solemn pledge is broken, the people in general are sure to lose faith in all 
professions of Govennuent and the inevitable result of such policy muII be that 
chaos and uncertainty, instead of order and justice, will he associated with the 
administration of the Government, and its disastrous consequences may better 
b ) imagined than descrilH»d. 

When the pennanent settUmient was made, the Government made the best 
possible bargain with the xamindars who on the faith of the perinaiiency and 
fixity of the revenue demand, then pledged under the law, w’ore induced to 
spciui ven." large amounts of funds on reclamation, improvement, etc., of the 
land, and for some years, following the settlement, they lost heavily on that 
account. The condition of the tenants has greatly improved on account of the 
permanent settlement, as it has given them fixity of tenancy and rent. On 
a(‘<'ount of tht* rise in pri<^s of all commodities and ncKi^essities of life, condition 
of xamindars has become highly worse. Many of them are highly indebted 
and large numbers of the estates have changed, and are changing, hands, 
because the rents they receive from their tenants being mostly in cash ars 
generally fixed in a^ way. Thus they receive from them generally the same 
amount of rent as in pre-war days, although their expenses have increaMd 
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fourfold. The samindars hare always been pioneers in spread of odnealiaiK 
medical relief^ and such other benehcent works and have always taken the lead 
in all movements intended to promote the welfare of the public. They are 
thus valuable assets both for the Government and the country, and at the time 
of the last Great European War rendere<l splendid services by marked oontri* 
button both in money and men. The aamindars’ resources are thus already 
heavily taxed in various ways and any further burden imposed upon t h em 
would simply paralyse this law abtdinj( and loyal class. As said above, the 
xamindarR are maintaining and helping schools, colleges, hospitals, alms* 
houses, orphanages, etc., aiui thus they are making the best use of what 
little saving they anyhow make out at tlumr hard tinu^s. They remit larfi^ 
amounts of arrears of rent to their tenants every year and help them in vari- 
ous ways. Under the <*ircumstances, the sninindars dc*serve help at the present 
time rather than curtailment of their limited income which is the fruit of the 
honest labour of their predecessors. It would certainly be a breach of faith, 
and sacred pledge of the Permanent Settlement law, if any land tax is imposed 
against which this Committee enters strong and emphatic protest. 

This Committee further opposes the proposal of death duty and increase in 
income-tax because the former is quite unjustihable. while the latter a*oiild 
prove a ruinous burden, as the limit of taxation in the matter of income-tax 
has already been exccecltHl. 

The Committee begs to point out that there is no objection in taxing the 
articles of luxury, such as tobacco and in increasing duty on sqph articles of 
luxury as cigarettes, foreign spirit, et(\ 


16th Mtf ch im. 

CALCUTTA. 

Prbsknt : 

Sir Charles Todhvntkb, K.C.S.I., T.C.S.. Pre/tuhnf. 

Sir Bijay Chand Martar. G.C.f.E., K.C.B.I., T.O.M., Maharaja- 
dhiraja Bahadur of Burdwan. 

Sir Percy Thompson, K.B.E., C.B. 

The Hon’ble Sardar Jocenoka Singh. 

Dr. R- P. Paranjpye. 


Professor J. C. DASS GUPTA» MLA., Proietsor of Economiest 
Krishnsth CollegSi Berhampore^ was sxaminsd. 

Written memorandum of Prof, Dans Gupta. 

Qs. 1-9 . — The burden of taxation can only he jiidgfxl with reference to the 
taxable rapacity of the people. Sir Josiah Stamp brings out clearly in his 
book on ‘ Wealth and Taxable Capacity ^ that of the amoutit of 

the national capital, the national income and the way in which they are 
distributed are essential preliminaries to any consideration of taxable capa- 
city. The difference between the total quantity of proiluctibn and the total 
quantity of consumption gives us the measure of the taxable capacity of a 
country. It is thus felt that a census of production for the whole of India 
is of fundamental importance for any enquiry into the incidence of taxation 
in India. 

Statistics of area and yield td the principal crops in India are, except 
probably for tea and cotton, admittedly faulty and they cannot form the basis 
of any accurate estimate of the wealth of the country. India spends her 
money quite lavishly on Committees and Commissions and the qnestmn of cost 
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ilKmId sot otand in the wmy ef an enquiry of such great importance to the 
eeonomic life of the nation. 

No great reliance can be placed on the exiating estimatee of wealth and 
income of India fAnnexure B) baaed aa they are on unreliable statiatica; but 
taking them aa they are (especially the pre-war figures) they show that it 
shouid not lie fair to compare the incidence of taxation in India with that of 
other countries without a proper determination of the taxable capacity of the 
people. 

Siatistirrs, however perfec.»t€*d, soon get antiquated ; I should^ therefore, 
think that legiHlaiion of the type pro{His<^ in f|U€*«tion No. 6 of the Question- 
naire^ is denirahle. Such statistics will serve as useful indicators of our relative 
cHfonomic^ prosperity or otherwise even if they are of no great direct importancx* 
for an estimate of the iiuridence of taxation. 

Qm, — ** The public financter ” observes Prof. Ely “ in adjusting the 

charges must not ItKik to profit. His only aim is the Salun Populi^ and this 
policy requires here a prohibitive pric^e, there a cost price and again free 
service.*’ But whtiiiever a charge higher than cost price is taken^ an element 
ot taxation may be said to exist. 

In a c'ountry like India where the mobility of labour is relatively very 
small it is essential that travelling expenses at least for third class passengers 
should be kept at as low a level as possible. Travelling ex(>enses paid by poor 
people should not thus ordinarily yield any revenues to the Government. Post 
Office serviesH and Cinchona similarly are so important for middle and poor 
class i^eople that ordinaril.v no revenues should be derived from these. Tele- 
graphs, telephones and travelling expenses paid by higher class passengers 
iMdoiig to a different category of serviciw ; upon these high rates containing 
element of taxation may, with advantage, Iks levied. 

If the Government leaves exchange to find its own level and gives up all 
attempts to stahiltM^ the rup€*e in terras of foreign currencies, profits on 
coinage or exchange should he regarded as involving taxation. If, on the 
other hand, Government builds up reserves and utilizes such [>rofits for the 
maintenance of exchange it would be an error to regard such profit as taxes. 

Charges for water should, in a country like India where 71 ])er cent of 
the population depend on agriculture and where the agriculturists are rnastly 
very poor, cover only the cost of supply including, of course, the interest on 
capital invested, 

Qit. and 50. — A tax may l>e regarded as voluntarily paid only when a 

man has the power to choose ** how far he will use the commodity which is 
taxed.” Taxes, for instance, such as those paid on tobacco, intoxicating 
liquors, bicycles, horses, carriages, motor cars, entertainments and betting may 
to a great extent he regardeil as voluntarily paid. But in so far as such taxes 
are levied on articles of imH^ssity, such as thiyse on land, salt, cloth, kerosene, 
matches and sugar, it would be absurd to speak of such taxes as Inung volun- 
tarily paid. 

It is important to emphasise here what has l>een pointed out in question 
No. 50, rij., that the progressive principle should, as far as practicable, be 
applicni to such indirect taxation. This will relieve the burden on the com- 
paratively poorer sec^tions of the community. 

A distinction should for such purposes be drawn between higher and infe- 
rior grades of g^nxls. 

Q, SC , — The tax system of India instead of being progressive was in pre- 
war times highly regressive in character, the richer classes did not contribute 
an^hing like their proper share to state expenditure. Thanks to the war, 
it has fishered in an era of reforms in our tax system. War time changes have 
certainly made the Indian system of taxation more equitable than before but 
much remains still to be done. 

A glan^ at Annexure £ (Q. 33) makes it abundantly plain that even now 
persons with incomes between £1,000 and £100,000 in India do not oontri- 
oute sufficiently to the public fund, judged by foreign standards. 



On the other hand, the burden on the poor and middle clamce of population 
is disproportionately heary« They bear the bulk of the burden of aubh taaea 
as those on land, salt, cloth, excise, matches, su|car end kerosene. Tbi^ con- 
tribute a large part of the revenues derived from railways^ irrigatiott wtnHka 
and post odice. The dread in the minds of the people that t^e Endings of the 
present Taxation Enquiry Committee will lead to the imposition of heavier 
burdens on the voiceless, half-fed and ill-fed portions of people la thus nei 
entirely unnatural. The anomalies of the system «m 11 l>e clear if we remember 
that while ^kkif and heavily indebted agnciilturi.sts pay taxes on their agrt* 
cultural income. |»eople who are much better off (r./. the money-lender) are 
often let off without any direct income-tax payments. 

A forward policy in res|>ect of education, sanitation, irrigation and indus- 
trial development is being urged on the Government and there can be little 
doubt that the iricvitnlile act*ompanunent of greater Btiite activitfy in these 
departments aill hi* larger State expenditure. To obtain the mH>essary reve- 
nues, the present level of taxation s’ill have not only to l>e kept up but al^ 
to he raiHed higher. Should such increased revenues W necessary^ equity in 
taxation demands that taxes taken from different classes should, as far ms 
practicable. In* |»roportionate to their ahilitien. This u’ill imply a thorough 
reform of most of our old taxes, c.j/., income-tax, land revenue and salt tax, 
as also the impts^ition of new ones. 

To turn now to the question of reforms: — ^ 

— First, a-ith reference to income-tax some of the following 
features may b<* profitably infrmluced: — 

(a) Having regard to thf‘ fact that the payer of land revenue enjoys no 
exemptions it is proper to reduce the Indian exemption limit to R«. 1,000 as 
in mXh (Q. 401. 

(h) Agricultural incomes beyond u certain limit should be taxed in th© 
same manner as industrial and commercial incomes <Q. 39). 

(r) The Indian super-tax on Companic»s should he reimposed in a milder 
form ; sinnti husinessc^s may he exempted, a standard rate of |»rofit (say 121 per 
cent on capital) may likewise be exempted and finally deductions may !>© 
made for repairs, renc'wals, etc. (Q. 37). 

(fl) A dLstinction should be drawn hetw'c*en earned incomes and tinennied 
incomes and former typers should he suhj€K.'ted to taxation at a lower ruU* than 
the latter ones. (<J. 35). 

(f) The present scheme of graduation is unduly hard upon the middle cIiuhi 
people in India. Kelief should he given to such people by means of allow- 
ances which prevail in England and elw'U'here, c.f/., 

(i) Deductions should he made for the maintenance and education of 
children. 

(ii) Provident fund contributions should in all cases exempt from 
taxation (not as now of only those who are in Government 
employ). 

(ill) A certain part of the income (varying with different professions) 
may he exempted from tax. 

(/) The employment of non-official assessors and commissioners is likely to 
reduce cases of income-tax evasion (Q. 43). 

51^9 . — To come next to the question of salt tax : it may be admitted 
08 has been suggested in questions Nos. 51 and 52 that ** it would be difficult to 
devise any other duty of general incidence less oppressive and less open to 
evasion.^' When w© remember, how'ever, that the average earnings of poor 
people in India are extremely low and that increases in salt duty have in- 
variably affected consumption adversely, it becomes clear that salt duty in 
India, though nominally not much higher than in some countries, is relatively 
a very heavy burden on the poor. If the duty on salt has to be retained on 
account of the financial exigencies of the State the duty shouU to ki^t at 
ma low a level as possible. 
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It may fje added iii thb connection that the suggestion contained in ques- 
tion No. 59 tstmmti to he eminently desirable. 

01 and on. — To turn next to the question of Excise on liquors : no great 
harm can arisen from the occasional pint of a rich man^ but increase in the 
consumption by p<Kir {>eople who cannot afford a satisfying meal implies a real 
danger to the future a^eil-being of the country. The proposals of the Bombay 
Excise Committee deserve your special consideration. (Q. 62). 

We come next to the important question of Land Revenue (Qs. 96-101): 

Q$. UO-lOl * — Holdings in India are notoriously uneconomic; the cultivator 
has, therefore, ofUm to suppiement his small agricultural income by work 
elsewhere. The cultivator, no matter how- small his holding is, must pay the 
land tax. This is so l>ec;ause land is regarded as an absolute index of the 
ability of the cultivator to pay and no account is taken of the real net income 
of the cultivator of his ability to contribute) (Q. 98). 

Tht) prosperity of the cultivator depends certainly on very inan^^ factors 
and moderation in land revenue assessment is but one such factor (Q. 97). 

It may, however, be pointed out that a tax of 6() to 70 per cent acts as a 
crushing burden on the agricultural industry'. It blocks all possibilities of 
Agriculturul inii)rovement and greatly reduces the staying jiower of the culti- 
vator. 

In a c^ouiitry like India where agriculture is the predominant industrj^ it 
is of fundamental importance for the State to follow' a policy which will pro- 
mote the economic well-being of the cultivating (‘lasses. It is well to realise 
clearly a fact often forgotten, that extreme poverty of the agriculturists is 
bounii to react unfavourably on the revenues of the country. The granting 
of exeiufitions in favour of agricultural incomes as, in the case of incomes 
derived from other sources seems, therefore, to he a much-needed improve- 
ment (Q. KM)). This may lead to frnctionisation of holdings in a few cases, but 
as holdings in India are mostly very small, the diing€>r on this ground is more 
imaginary iliaii real. If small fanners are kept out of the net of taxation, 
the ascertainment of the income of the bigger farmers should not l>e very 
difficult. To simplify the tax officers* w'ork, well-to-do farmers might be re- 
quired as elsewhere to keep a(X'Ount.s in a standard form (Q. 190). 

CiiltivatorH are often found to ow*n plots of land in very different localities 
and this, as is well known, often stands in the w'ay of scientific cultivation. 
It ha.H, therefore, been urged that co-o|>erative agricultural 8(K'ieties might be 
commissioned to tuake arrangements for certain very desirable mutations. 
Under the circuiiistames it would he undesirable to impose taxes on mutatioiui 
of land iQ. 101). 

To come finiilly to taxi^ not at present levied in India but w^hich might be 
profitably utilised. 

Qs, 110-1^0, and S :, — Should the iiecessitit*s of State ex|>eiiditure require 
m great amount of revenue, e-xcise duties might be levied on : — 

(1) Aerated wa lei's 

(2) Gandies 

(3) Cigarette papers 

•ti) Perfumery 

(5) Patent medicines 
6) Playing cards and 

^'(> Manufactured tobacco, hhis and snuff (Q. 49). 

Tax^ might l>e imposed further on — 

(a) Precious stones 

(h) Ornaments 

(c) Betting. 

(d) Bicycles 

f(e) Eutertainmenty 



(/) Homt» mtrimgim, motor cow, and 
(ir) Telocrtami mod tolephonat. (Q. 87). 

A onirenMU ineomoAax with liberal allowaaoet. tbooi^ III many way* 
liighly dedraUe, does not seem to be within the ratify of i^raotiieid iwlillei. 
Inoome-taz statistics prore beyond doubt the geneml norerty of the msssss of 
the people. (Q. 120). ^ 

l^fessor Vakil’s staggestion of a fiat marriage duty of Ee. 1 is likely to 
lead to hardship and will be by no means equitable. Proposal (iii) of qneraon 
No. 120 of a tax on dowrice to vary according to the sine of the dowry seems 
io be much more reasonable. 

1S7 and ISS. — ^The desirability of a tax on hig^ agricultural incomes has 
eilready been mentioned. It remains to add that inheritance duties are be» 
^ming increasingly popular in every country and that they might be imposed 
in India also on estates worth more than Rs. 5,000. 

A combination of the three methods suggested in question No. 188 with em« 
phasis on the last seems to be appropriate to the circumstances of India. 


Pyd h t to r Dm* Gupta gava oral avidanca at fallewa t — 

The President. Q. — You are the Profes.sor of Economics at Krishnath 
■College, BerhamporeP 

A. — ^Yes, Sir. 

Q . — You say that the difference between the total quantity of production 
4md the total quantity of consumption gives the measure of the taxable capa** 
•city of a country? 

A. --Yes. 

Q , — Do you exclude services? 

A , — To a large extent. 

Q , — ^Do you follow Professors Shah and Khambata in excluding them 
^altogether ? 

A. — ^Yes, because it is not easily possible to put a money value on these 
«er vices. 

Q. — ^Do you think a doctor has any difficulty In putting a mon^ value 
•on his services when he treats you? 

4. — The individual valuation may not be difficult. 

Q , — ^Then we will take up questions Nos. Id to 15, where we come to 
i6he question of Government commercial or semi-commercial undertakings. 
Ton note that Professor Ely says that you may have a prohibitive cost, a cost 
qirice or a free price, but is there no interm^iate price between prombitive 
jprioe and cost price? 

A. — ^Yes, there is, e.p., when commercial prices are charged. 

Q . — ^You consider that no revenue should be derived from cindiona? 

A. — ^Yes, for a malarial country like Bengal at least, very little, if any, 
(profit shoidd be derived from cinchona. 

9. — ^It should be sold at cost price? Then what would be the effect of it, 
wou3d it not be competing with private enterprise? 

A . — ^Poor people generally get their quinine from the Post Oftess and the 
(private suppliers are not likely to suff^ from any compsitiion. 

— Suppose the Qcvemment gave an unlimited supply through tiie Post 
tMfioss, while there is a private suppljdng a^ncy which also snpnlies the 
manufactured quinine,^ would it not be likely that Government would destroy 
the trade of the chemists in that partieular article? 

— ^It might injure the chemists, only in that particular article; I hold, 
therefore, that sale at cost price is derituble. 



Q.^Ag^n wiih regard to .water^rate^ you say iliat the rates ihotild oid; 
oovsr the cost of supply? 

A. — Yes, incliidiiig the imierest on capital inrested. 

— But is not ^ Ipature of the water-rate that you are ualiig the oa|dtaI 
derired from the general body of taa-payers for the benefit of a oomparatirely 
small number of pmums? 

A .--•Not a small number of persons ; there are a large number of them, 

Q , — But a particular water scheme would benefit only the people liring 
rery near the irrigation scheme? 

A, — Irrigation schemes are being multiplied now-a-days and they are 
likely to increaee in future. So more people will be benefit^ by them. 

Sir Percy TtiampBon, Q.--*Yhey won’t all be benefited, will they? Should 
smu charge *^6 people who are not'benefited? 

A, — Yes, because agricultural prosperity indirectly benefits all people. 

The President, Q » — ^Don’t you think that people who are deriving the 
benefit from a particular water scheme and derive profit from it, ought to 
pay more than what you have put doa*n? 

A. — No, nothing more than the cost of supply, including the interest on 
capital and other necessary charges of a running concern. 

Q . — Should not the Government charge as for a commercial commodity ? 

A.— No; irrigation projects have, to a large extent, been constructed to 
mitigate the rigours of famine, and in the interests of poor agriculturists. 

The Maharajadhiraia Bahadur of Burdxvan, Q, — Can you point out to me 
which schemes in Bengal were really started to mitigate famine? With the 
Exception of one or two you will find that there are no such actual irrigation 
projects which were constructed for the mitigation of famine, as you will 
find in the Punjab. Therefore, what the President and Sir Percy Thompson 
liavo in mind is, whether or not in these areas, where you hare these irriga- 
tion schemes, and people are deriving profit out of them, they should pay a 
betterment tax. 

A.— No, because they pay a l>ettorment tax by way of increased land 
revenue. 

i/r. Pamnjpye, Q , — When they do not pay increasotl land revenue oanng 
to the permanent settlement, don’t you think that there is every reason for 
Government to consider the possibilities of a betterment tax where it is 
possible, as in an irrigation scheme? 

A. — In Bengal probably it might be imposed. 

The President, Q. — Do you think the Government a'ould l>e justified in 
doing so? 

A. — Yes, in Bengal. 

Sir Percy Thompson, Q , — Is not the fact that in te^mporarily-settled 
areas, Government can get only 60 per cent of the increase? 

A. — But ae often find it mentioned that the Safaaranpur rules are not acted 
upon, and that people have been paying more than 60 per. cent of the net 
assets. 

Q , — Is it true? 

A . — ^To disprove it, you must make an economic investigation. 

The President, Q , — Can you ieU us any place where the land revenue 
exceeds 60 per cent? 

A.— I am afraid I am not sufficiently familiar with the conditions of 
Northern India to t^l you this. 

Q , — ^You say there was one good result of the war, that it has altered 
the general incidence of taxation, but you still require more reforms? 

A,— Yes. 

Sir Percy Thompson, Q , — ^You say that the first refcom with reference 
to iiioome-tax should be to reduce the Indian exemption limit to Bs. 1,000* 
What haa the analogy of land revenue got to do with this? 



poiAi w tbit. That poor agrieultriils «fo Toiry iMvity tU 0 d» 
but tbe middio cUmb i>eop1o or rich people^ — (pooplo witb « tbooiiUMl ropeos 
locinie mi^ht bo oonaidorod middle clam bere>-4oaj be more higlity tued 
while the a^ieulturiats ahould be relieved oi a portion of the burden on them. 

9 .— Do you regard land rerenue aa a tax and not a rentP 

.4. — ^Yee, it is a tax on agricultural ineomea and 1 think, it should be 
defuutebr claased aa a tax. 

Q. — With regard to the reduction of the income-tax limit of R«. 2,000, if it 
waa found that the increase in the yield would be very small and the 0 ^ of 
eollsction iuTohring the enlargement of the income-tax tnaohine would be 
very large, would you still say that the limit should he lowered P 

A . — But income-tax used to he leried on an income of a thousand rupeae 
before 1919. 

4 ). — 'Was it levied in a very efficient manner P 

4. — Y'oti know that best, but if you have, aa you have now, elaborate 
income-tax return forms, I tnink, there will be small possibility of evasion. 

if you had to provide, in order to get a fairly close collection, a 
very big income-tax machinery, at least double that of the present, would it 
be worth while? 

.4. — Certainly not. 

<2- — As a matter of fact, we were told in the Punjab that if you reduce 
the exemption Ihiiit to a thousand rupees you may have just double the 
number of income-tax payers and still the additional yield of revenue would 
be very smalt. 

4. — If the cost of collection eats up the whole amount of yield, J will not 
adv<x7ate it. 

V. — I do not say the whole amount, but it will eat up a very large pro- 
portion. 

.4 . — It should he de<nded by administrative experts whether from tlu) 
cost of collection point of view it is worth while to reduce the exemption 
limit. I am only speaking from a theoretical point of view. 

— Then, you say that agricultural incomes beyond a certain limit 
should be tax^ in the same manner as industrial and commercial inoomes. 
X am surprised you say that, for if you think land revenue is a tax, why 
should a man pay a further taxP 

A. — He should, liecause the tax has been, in many cases, extinguished. 
I am referring here particularly to Bengal. Bengal has got a permanent 
settlement, and the question of the Bengal landholder certainly stands on m 
different footing from that of others. 

Q . — Then you mean that you would apply this income-tax to the large 
incomes of Bengal and not apply it elsewhere where there is a temporary 
settlement P 

*4 — I should think so. 

Q . — Then surely if you put a differential tax on Bengal, that would be 
simply going back on the permanent settlement. 

A. — ^The permanent settlement can hardly be pleaded as a bar against the 
imposition of new general taxes. 

9 . — ^How do you justify that if you have it only in Bengal? Too make in 
a differential tax, which would mean a tax in oonsideratiim of the faot that 
there is permanent settlement. Surely, it will amount to another way of 
increasing the land revenue by the back door. 

A. --Justifiable or not, the exigencies of Bengal revenue would require this 
reform sooner or later. 

0. — ^Have you considered the practimil diffieulttes in charging a tax on tiir 
proAts in excen <d a certain psrcentags on capital? How are fou going to 
:get at the capital? 

o2 
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A , — I think the cftpitsl of niott of the ioint otock eompeaiM ciai be eetCi^ 
aooerieined. 

0. — No. Suppofing I fonii * eompsny with e capital of a hundred thou- 
sand rnpees^ there is no reason why I should not put the nominal capital 
at any figure 1 like, say, a million rupem. Surely, if you hare a tax ou 
profits in excess of 12) per cent on the capital, people will water capital.. 

A. — ^The Government could devise means to stop the watering of the 
capital in ^at way. 

Q , — This is one of the reasons why it was found in the Unit^ Kingdom 
and United States of America one of the most difficult things which was ever 
tried. That was the main reason why it was abandoned in America, 

A. — Did not the excess profits duty yield a very large amount durintp 
the warp 

did. But not necessarily from ^e companies. The main difficull^ 
wSs to ascertain the real capital of the company. 

Dr, Paranjpye. Q , — That would be solved if jeu take the paid-up capital 
of the company F 

A. — Yeo, I think that would simplify the problem. 

Sir Percy Thompson, Q , — But why do you consider there is a ground at 
all for a differential rate on the profits of companies P Why should companiea 
he oharged<»more than the individual? 

A.-— Becatise the companies enjoy more privileges than the private indivi* 
duals. 

Q, — ^What privileges do they enjoy? 

A. — l^he privileges of the companies have been put down in the Indian 
Company Act. 

Q — But they have the corresponding liabilities such as that of publishing 
balance sheets, etc. 

Dr, Paranjpyf. — They have the advantage of limited liability.. 

Sir Percy Thompson, Q , — On the other hand, it restricts their credit pro 
tan to, 

A .-—Similarly their liabilities are restricted. 

Q , — In your answer, sub-paragraph (d), on page 187, you say that a dis- 
tinction should be drawn between earned incomes and unearned incomes, and 
that the former type should be subjected to taxation at a lower rate than the 
latter. I think most people would agree with you in theory at any rate, but 
is there a sufficient amount of unearned income in India' to make it worth 
while? 

A.— About the total quantity of assessable unearned income, I cannotl^ 
you, but in India people paying income-tax feel that they have to pay income- 
tax on every pie they earn. If one-tenth of the assessable income were left, 
free, there would be less hardship on the middle class people. 

Q, — Don't you think it pedantic to do this when the vast amount at 
unearned incomes is not taxed at all, namely, agricultural rent? 

A, — 1 believe unearned incomes should be taxed wherever possible and: 
for the earned incomes you should grant certain exemptions. 

Q.— I thought you were going to apply that only in the case of Bengal, aa- 
it has got a permanent settlement. 

A.^Inde^, the Bengal landlords may be more justly taxed than those- 
ebewhere. 

Q , — ^You mean to say that you are going to subject the Bengal landlords to 
income-tax; are you going to subject all the landlords or onlv the BAngaV 
laiuUorda? 

A.— ‘They should pay, wherever it can be shown that there is a large amount 
of unearn^ increment, 

Q,-^But on your own showing it is already taxed to the extent of 60 per 
cent by means of land revenue. What you said first was that you wiB ta)c 
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only ih^b Bengal landierda, now yon any that .yon will tax all* What inatl* 
ficatum is there to subjeoi those rents to farther taxation by way of inoome^ 
tax when they are already snbjeciedl to 50 per oeni hp way of land reirenneP 

4. — When the agricnltiiral income is small as in the case of poor asyi- 
onltorists, such incomes might be exempted frees any fnrtlNMr taxaiiooi bat 
I do not plead for exemption in favour of high agrtenHnral incmnes* 

Q . — I am not considering him at all, bat I am considering the landlord 
in tbo United Provinces with a rent roll of a lakh of nii>ees. Are you going 
to tax him or notP 

A.~I ihinh he should also be taxed. 

Q. — ^How do you justify that when he is already taxed by the way of 50 per 
cent land revenue ? 

A — There is often a large amount of unearned increment between one 
settlement and another. Further, it is not always that the landlord is taxed 
to the extent of 50 per cent. Unless one cJtn show that there is a considerable 
amount of unearned agricultural income, 1 believe, there is no ground for 
taxation at all. 

The President, Q, — Your position is that landlords^ rents are unearned 
incomes and that they have enjoyed continuously increasing income F 

A.— Yes. 

Sir Percy Thompson, Q, — But what I say is that you have already taxed 
it by means of land revenue at 50 per cent. 

The President, Q. — Particularly in the ease of landlords it does not 
amount to 50 per cent. 

A.— Yes. 

*Sir Percy Thompson, Q, — What 1 understood from you was that you 
advocated a tax on agricultural incomes only in Bengal due to the permanent 
settlement, and not elsewhere. Now, Is the rate of land revenue which is 
applied to rent different to the rate of land revenue which is applied to raiyat* 
wari lands? 

A , — 1 believe raiyatwari lands pay relatively higher amount of land 
revenue. 

Q, — Then with regard to No. (lii) under (c) on page 187, you say that a 
certain part of the income may he exemptecl from tax. Why varying with 
different professions ? 

.4 — ^That occurred to me when I was reading your annexiire where I 
found in France they have different rates of exemptions for people of different 
professions. In France they have different rates of exemptions. The English 
system of exempting one- tenth of the earned income from taxation is simpler. 

The President, Q, — ^You are thinking of the sdiedular taxes in Franc# 
which are taxes at different rates? 

A .—Yes. 

Q , — You find that increases in salt duty have invariably affected constunp- 
iion adversely; have you any figures to demonstrate that? 

A, — I found figures illustrating that point in Professor Vakil’s book. 

Q, — You have nothing more than that? 

/ .—No. 

Q, — On the question of excise, you suggest that the proposals of the 
Bombay Excise Committee deserve the special consideration of ^is Com* 
mittee; but would you reeoinmend the application of those proposals to 
Bengal? 

A. — ^Yes, specially, the entertainments tax, and the tax on betting* 

Q.—Yon are in favour of succession duty? 

A.~Tes. 

— A tcyialiaator duty ; that is a betting tax? 

A— Yes. 



would you apply tlio taxatiosi of futureoP 

it. — I am afraid I am not in poaition to say anything off4iaiid cm that* 

Q — ^|>o you rocommend an increase in the local fund ceas in Bengal? 

A — If the allotment is given orm* to local authorities. 

Q , — ^This is to replace the excise whldi is a provincial source of revenue. 

A . — I should not recommend it if the realisations are given over to Govern* 
meat. 

Q. — Yon recommend a tobacco tax? 

A .--Yes. 

Q , — Would you recommend the employee tax, transit tax, and terminal 
taxP 

A.— No. 

Q — ^Then you reject most of the proposals of the Bombay Excise Com- 
mittee P 

A. — Out of eight proposed I am specially in favour of four, viz,, the 
entertainments tax, the betting tax, death duties and tobacco tax. 

— Do you think these four between them would replace the Benge! excise 
revenue P 

A. — Professor Shirras in his book says that in New South Wales with a 
popiiiation^of nearly 2 millions, so much as £600, CKX) was realised from the 
betting tax alone. Entertainment tax yielded an income of Rs. 9} lakhs in 
Bombay. 

Q , — Presumably a large number of these 2 millions betted. Would the 
pro])ortion of betting men to the population of Bengal lie the same as it is 
in th^i case of New South Wales? 

4. — It is very largely on the increase in Bengal. 

J>r. Varanjpye, Q , — In Bengal, I suppose there is racing only in Calcutta 
and nowhere else. 

4 — Yes ; racing takes place only in big town.s. 

The Premhni, Q , — Would it be possible to realise a tax that would 
amount to something over a crore of rupees? 

A. — I have proposed four taxes; if the yield is insufficient, other taxes 
migfit be iniposcHl. 

Q . — Can you tell us what the excise revenue of Bengal is? 

A. — No, not exactly, off-hand. 

Q — You have not thought out what you are going to realize from the four 
taxes you recommend? 

A.>^I believe the four taxes might make up a considerable part of the loss 
caused by the abolition of one. If facts show otherwise, other taxes might be 
imposed. 

The Makarafodhiraja Bahadur of Burdwati, Q, — You say that holdings in 
India are notoriously unectonomic. W^hen you wrote that, did you have the 
holdings in Bengal in mind or those in other parts of India? 

A . — 1 had the holdings in other parts of India especially in mind. 

Q, — Why P You belong to Bengal. 

A.*^As Professor of Boonomics, I have to deal with holdings all over India. 

Q , — Are the holdings in your province economic P 

A.-^ln my province also, most of the holdings are not economic. 

Q, — ^Therefore, you say that the cultivator has to supplement his small 
agricultural income by work elsewhere? 

A.— Yea. 

J K — You point out that a tax of 60 to 70 per cent acts as a crusiung 
en on the agricultural industry. Can you give us an instance in Bengal 
where the tax on land is so much as 60 to 70 per cent ? 



I. — Ib B«ii«bI wb hBv# iht pmrmmmt mMimmnt. 

In the arig^nnl permanent aettknnmt it is possible tbnt tbe biggsul 
sanundar paid that. Can 70a teU na u inatanoe s^Mva the tax la 6(1 to 70 
per cent? We have been told that in ether plaees it doss not oesne to more 
than 45 per cent. The actual tenant pays not infre«iuently a rent as high as 
that even in Bengal. 

J . — Professor Kale holds that this is so even in Madras and Bombaj. (Cf> 
page 52d» KaWs Indian Bconomios.) 

Q . — Your infomiation is borrowed. You have no actual knowledge whether 
the tax is actually 60 to 70 per centf 

A — Yes, I have not personally verified the figure. 

— You say that the granting of exemptions in favour of agricultural 
incofues as in the case of incomes derived from other sour(*)es seems to he a 
much-ne^ed improvement. What kind of exemptions do you propose? Is 
it your idea that in the case of land revenue, as in the case of income*tax, 
nobody getting below a certain figure should pay land rs“**^nueP 

* .4. — Yes. 

Q . — A man should enjoy land without paying any tax? 

.4.— Yes. 

The President. Q . — Have you seen the Punjab Money-lenderlT Hegistra* 
tion Hill? It was iiitr<Kluc'ed by a non«ofBeiaI member and in the Btatemeitt 
of Objects and HeasonH on that Bill, ho has said that the value of land is 
3^) times the land revenue paid on it. 

*4. — That is so; hut not ne<?essarily I)e<*au8e of high agricultural yield. 

Sir Percy Thomp.um. Q . — The tax of 60 per c^ent to 70 per cent you 
refer to is on his surplus? 

1 —Yes. 

O— What is rent? 

i. — Rent is the surplus over the cost of prodiK^tion. 

Q . — In most countries land pays rent? 

.4 —Yes. 

Q . — How do yon suggest that w'hen a landowner takes 100 per cent of 
the surplus, it is not a crushing burden on the agricultural industry, but 
when the State takcMi 60 t<i 70 per cent, it is a crushing burden? 

.1. — The burden would he intolerable even if landlords were to take as 
much as 1(X) per cent. 

Q . — They do so all the world over. 

/I. — At least in Bengal they cannot do so. 

Q , — Here in India the tenant is much better off than he is in most coun- 
tries where rent is not in any way csjntroIUid. But in most countries the 
landlord takes 100 per cent of the surplus, and it is not called a crushing 
burden ; why is it a crushing burden hero w^hen the State takes 60 to 70 per 
cent? 

A , — The average income here is very low. The ability to contribute to 
taxes depends on the taxable capacity of the cultivator. 

J . — It has nothing to do with it. Rent is a charge for the use of the 
and, so long as it is less than 100 per cent of the surplus, it is what 
everybody pays all the world over. 

A — In Bragal the Goi^ernment has not seem it At to impose the tax at 
that high rate. 

— ^Xliat only goes to show that because rents are controlled in Bengal, the 
cultivator in Bengal is better off than he is in other countries where the land* 
lord takes 100 per cent on the surplus. 

— It is not always a surplus, because cultivators in India are mostly 
in a condition of indebtedness. 



Q , — A surplus is s surplus quite irre^ieoitvu of tlie oonditioiiis of tibe culti* 
Tutor* If you tuke u person irho holds u pieoe of loud end if jou ure goiiis 
to meke revenue sn iiioome4u^ it is quite % different mutter; but lund 
revenue as such is simply u oertuin prop<»kion of the surplus und you ouunot 
cull it u crushing burden in consideration of the fact that in most pluoes 100 
per cent is taken. 

A. — repeat I cannot look upon it as a tax on a surplus. 

2>r. Paranfpye. Q. — ^You make a remark that land revenue blocks all 
possihiUties of agrtoultural improvements. Do you know that aocprding to 
the settlement rules improvements are not taken into account in regulating 
the assessment P 

A, — ^That is so, hut all the same, land revenue assessment is made on 
executive authority and there U no appeal against the decision of the execu- 
tive officers. 

The Preitident, Q , — Are you not aware of the fact that thousands of 
appeals are filed against the Settlement Officer's orders P 

A. — Where an enhancement of land revenue is made hy a Settlement Officer, 
there is no appeal. 

Q. — 1 can show you that there are thousands of appeals. 

A. — ^True, apfieals may be made to a higher Settlement Official, or finally, 
to the Beafd of Revenue; but ap|>eals are not heard by any independent 
body. 

Q. — Whom will you have them heard byP 

A. — By any independent court. 

Q. — ^You suggest that any appeal to a higher authority in the same depart- 
ment precludes the idea of a fair hearing. 

A. — That is my idea. 

Q , — Can you refer ua to any system which corresponds to what you recom- 
mend in any other country in the world P 

Sir Percy Thompson, Q , — In the EugUsh system you have 700 different 
Boards of unpaid Commissioners who hear Income-tax appeals. They are 
people who are respeoted by the tax-payers and the latter are willing that 
the appeals should lie decided by them. No other country in the world has 
got that; do you suggest that you would get such Boards in India P 

A. — If several people can he got to work as Honorary Magistrates, I do 
not see why peofile cannot be got to do honorary work for the Income-tax 
Department. 

Q. Do YOU think that the income-tax payers in this country would be will- 
ing that their private affairs, such as their liabilities and incomes, should be 
disclosed to any Board, however constituted P 

A. — ^There might be some opposition initially, but people would gradually 
get accustomed to them. 

Q , — ^Do you think that they would like that the information thqy give to 
the income-tax authorities should be passed on to third parties P 

A. — That they should not like such a thing is natural and 1 believe that is 
the case ever^here; but uon-officials might be associated with the Income-tax 
Department in hearing cases of appeal. 

Dr. Paranjpye, Q. — Is there complete satisfaction with the work per- 
formed by Honorary Magistrates P 

A.-^l do not suppose there is complete satisfaction, but all the same tlm 
are doing work. 1 do not want that honorary people dbould be emtrusted with 
the whole work ; they might be associated with the people of the department. 

The Fresidmi, — Would you describe the hearing of appeals by Bating 

Oommittees of Municipalities as highly satisfactory and ^fidentP 

A.-*At least they do not lead to much hardship to the appellant. 

^ 4 .— But do they lead to satisfaction to the revenuef 



il.— 1 ihottid tbiiik io. 

0,— We baTe a witaass foUowing you (Frotaiaor Bathaja) who has had 
ooaaidarable «iq>«*ieaee of laonieipal wcurk. Ha saya that all IocmU antaatnimte 
ahoold ba carried out by indepaadeat oftoara under aantral aoatrol. Hia 
aapariaaca of aoob a ayatam ia the exact oppcaita of youra. 

Wa now coma to iba axoiaa dutiaa you sumaat. You agree that aiudaa 
dutiaa might ba leriad on aerated waters » perfumery, patent madiciaaa and 
manufactured tobacco, la auiBctant uae being made of candles to make an 
exoiaa on them worthwhile F 

A . — My point was Uiat if taxes ware imposed on candles they could be 
justihed, tnaamuch tliey are used to a larger extent by the rkmer people 
than by the poorer. 

Q , — Are they used by a suficiant number to make the tax worthwhile 
collecting P 

A , — 1 hare no figures to substantiate it. 

Q . — A tax on precious stones would amount to putting a special tax om 
goldsmiths and jewellers P 

A.— Yes. 

Q . — You propose a tux on bicycles. Would not that be hard on the lower 
middle class P • 

A. — It would mean some hanlship, but seeing that poor f>eople are taxed^ 
middle class people should not grud^ to pay the tax. 

Q , — What sort of a rate would you put on a bicycle? 

.4. — A very small rate. 

Q , — Would not the import duties be sufficient P No bicycles are made in 
India, 1 believe? 

A.— No. 

Q , — You would tax telegrams and telephones? 

A. — ^Some commercial profit might he made from them. 

Q , — Actually the Telegraph Department is not working at a profit. 

A. — I find that as much as 57 lakhs of rupees was made in the year 1921-2f 
by the Posts and Telegraph Department. 

S K — Would you increase the charges in order to convert that loss into a 
tP 

A. — Yes; for telegrams and telephones, the charges must bo higher. 

Q, — On telephones, is there not already a royalty levied? 

A.--Yes, 

Q . — Would you put on higher rates in order to increaMe that royalty? Is 
there not the suggestion that a large number of people have been giving them 
up because the rate was raised above the point of maximum return P 

A. — Yes: I think so. My point is that no revenue should ordinarily be 
expected from such services, but if any revenue is to l>e derived from these 
eervices, it ought to be taken from telephones and telegraphs, rather than 
from postal and money order rates. 

Then you suggest a tax on dowries. How do you ascertain the dowries? 

A.— They are things very well known in every locality. The local polios 
station might be depended on for the information. 

Q , — ^You require every person who is marrying his daughter to register 
the amount of dowry he is giving at the local policcHiiation ? Is that 'yous 
suggestion ? 

A,--Yes. 

Q.—How much per cent would you take of the dowryf 

A.— 4>n any progressive scale which the tneoiiie.tax experts mil^t fix. 

Z)r. Pumnipyt. <?.— Would there not be the tendem^y to shift the tax te 
the party that poys the dowry? 



A, — It might not be so; it mig^t be MHed to the pert/ tbet reoeiTee it« 

Q. — Snppooe there is e demend for bridegrooms end the bridegroom sihs 
a dowry of Re. d^ODO. Now suppose there is a tax of Rs. 1,000 on the dowry. 
Will not the bridegroom exact the Rs. 6^000 from the other party ? 

d. — ^He may if the tax is as high as Rs. 1,000. 

Q.«-Bnppose it is Rs. 200. Would it not be one of the conditions of the 
neg^iatiotts that the tax on the dowry also should be paid by the bride’s 
paHy? 

d. — Tes, eren if the tax he as high as Rs. 200 on Rs. 5,000. But if the 
tax is low, say, only Rs. 10, the tax is not likely to be shifts. 

— ^Would you be in favour of a registration fee on all marriages--^ small 
fee for re^stration and not a tax on dowries? Because it would also be of 
some service to the parties, in that it would be a definite proof of the mar- 
riage for purposes of inheritance and so on. 

d. — A flat duty of a rupee or two would mean a great hardship on the 
poor people. 

Q, — How much do poor people spend on marriages 

d. — Even the poorest man spends at least Rs. 20 or Rs. 30. 

— Then would a rupee be too much in his case? 
d. — I ftiink it would. 

The Hon*ble Sardar Jogendm Singh, Q, — You have not really any practi- 
cal experience of land revenue in your province or elsewhere, or of income-tax. 

d. — I have had little opportunities of studying them from the prac- 
tical atandpoint. 

Q , — ^Then your recommendations are purely from a theoretical standpoint? 
d. — Yes, they are mostly based on general principles of taxation. 

Q, — And your idea is that in the matter of land revenue where the holdings 
are small, there should be certain exemptions? 
d,— Yes. 

Q , — And in the case of income-tax, there should be graduations and abate- 
ments as in other countries? 
d.— Yes. 

Q , — You would not charge water-rate on commercial lines? You would 
just make both ends meet? 
d.— Yes. 

(J. — What do you mean by ** applying a progressive principle of taxation ’’ 
to land revenue referred to in your answer to questions Nos. 21 — ^25 and 50? 
You aay ’’ it is important to emphasise here what has been pointed out in 
question No. 50, vis., that the progressive principle should, as far as practi- 
cable, be applied to such indirect taxation 

d. — ^That is, for instance, l>etter kinds of cigarettes should be subject to 
taxation at a higher rate. 

Q , — ^Then in answer to question No. 26, you say that the rich p^ple are not 
contributing their share and so on. Is it yonr considered opinion that the 
accumulation of capital in India has gone to such an extent that you could 
effectively keep on the super-tax? It is a question of the nee^ of ^e 
country. Yon think there is sufficient accumulation of capital in the country 
to allow whatever wealth there is in the country to be taxed, purely from 
fmnt of view of the pec^le? From a general knowledge, can you aay 
tlmt time has arrived when you can, in the interests of the country, impcee a 
highiw tax and thus prevent accumulation of capital? 
d. — ^Yes, 1 think the super-tax should be retained. 

fjr, ^amnipye, O.^Your i^inion is that it is mudi better that the wealth 
of the country should be evenfy distributed than it should be aocumuli^ in 
tbs hands of a few who do not know how to lue it profierly ? 



The Bon^ble Sardar Sinifh. Q,^Ab to the mtetitoci of diittribii^ 

tioii, would yon hove tlio weolik to be used no » prodooliwe elonioikti or 
would you distribute wbateirer you hare and stop tbe produeiiro workP 

A, — Certainly, you should not attempt such equalisation as would stop all 
ptoduotton ; but all the same, we should aim at a better distribution of wealth. 

Sir Perry Thompson, i). — ^Which do you think helps production*--eapita]» 
which is left in the hands of a very rich man or which is taken by way Of 
taxation and sfient on production ? 

A. — I should think that capital spent on production is likely to he more 
remunerative. 

The Hon* hie $Hardar Jogendra Singh, i}. — In the hands of the Government 
as it is constituted in India or in the hands of private t>e<H>le? Will the 
wealth be more productive in the hands of the Government ns constituted at 
present or in the hands of the people? 

A . — In the hands of the people, I should think. 

Q . — ^Then in answer to questions Nc^. 33 — 43, you say agricultural 
incomes beyond a certain limit should be taxed in the same manner as indus- 
trial and commercial inconms,** As Sir Percy Thompson has clearly put it, 
when they are already taxcKl up to 50 per cent, would you impose another tax 
on them and introduce an inequality in the master of land ? • 

A. — I repeat what I said: with regard to Bengal the assessment is not 
as high as ^ per and hence another tax might be imposed. 

Q . — You have no knowledge about other provinoca? 

.4.— No. 

Q . — In the interests of agriculture, do you think that the rate of taxation 
should be reduced and brought on a level w'ith the other taxes? 

A . — I should think so. 

The Vresideni. Q. — In the ease of raiyatwari land, is the taxation on 
rent? 

A. — The taxation is probably on rent, but it often tends to encroach on 
the wages of the agriculturists. 

Q. — But is the tax fixed with reference to the rent at all P 

.4. — It is sometimes so and sometimes not so. Every piece of land does 
not yield economic rent. 

The Hon' hie Sardar Jogendra Singh. Q . — In the matter of uneconomic 
holdings, you think they should l>e exempted? 

A.-~Yes. 

Sir Perry Thompson. Q . — If they are exempted, will there not be a 
further tendency to fractionise? 

A . — The holdings are so small that it is impossible to fractionise the hold- 
inga further. 

The Hon' hie Sardar Jogendra Singh. Q. — You recommend duty on suo- 
cession? And your reason for recommending it is that that you want to meet 
the demands of the State and you cannot think of any other tax which is 
equally equitable? 

A. — Yes. 

Q . — ^Why do you specially recommend succession duty? Have you any 
special reasons for that? 

A. — have no special reasons, save tiiat It will fall on the noher classes in 
society. 

Q . — ^Tbe same thing applies to precious stones, ornaments, bicyobf, etc. P 

A. — ^Yes. 

Pr. Pamnipye. Q.— As regards sneoeesion, don’t you tkink it is pre- 
eihiiiently a case of unearned increment— a windfall? 

A.— Yes. 
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Q , — ^And therefore, don't yon think that the State, if it wants, Is entitled 
to take some portion of that amount, even when it means the remtasion of 
•ome other more exacting taxes? 

A. — ^Yes, I should think so. 

The Man*hle Sardar Joffendra Singh, Q , — Taxes are generally imposed 
which are acceptable to the people; and would any tax that you have recom^ 
mendod, for instance, tax on agncultural incomes, be acceptable to the people? 

A. — That is not the only test to apply. 

Q , — Have you considered the general opinion of the people who are going 
to Im» taxed? 

A, — I see no reason why they should not be acceptable. 

Dr. Paranfpye, Q, — You mean by the rich |>eople or by the common 
people? 

A. — By the common people. 

Q , — You recrommend the exemption limit so as to exempt the common 
people? 

A, — Yes. The common people are already taxed. They pay taxes on so 
many things, for instance, on cloth, iron, sugar, matches, kerosine, salt, etc., 
that the li^nit of taxation with regard to these people may l>e said to have 
been reached. 


ProftMor H. R. BATHE] A, M.A.t Raveashaw Collate, Cuttack, 
wa* nest esanunod. 

Written memorandum of Profesior Batheja, 

Q, i.— -<a) While they are adequate for the purpoM of estimating the agri- 
cultural wealth of India, they are inadequate for estimating the non>agricul- 
tural income of the country and therefore its total wealth. 

(b) They contain no doubt a high degree of error, as the work of collecting 
them is en trusteed to careless and inexpert agents, but, being not much more 
Inaccurate than other statistics of the Qovemment of India, they can be used 
for rough calculations, if they are complete in other respects. 

Q. 6 , — In view of the answer to question No. 1, I have no addition to make 
to Ime list. There is neither enough material nor a proper atmosphere^ for 
making such an estimate at the present Juncture. Whatever the result, it is 
used as a political argument for or against British rule in India. This does not 
seem to me to be the proper scientific spirit in which the problem should be 
approached. All the estimates publish^ so far seem to labour under this 
vital objection. They can not even be compared with each other, as they do 
not refer to the same area and have not even the same object in view. There 
is no agreement ns regards methods, and in some coses the same terms do not 
mean the same things, with the result that the task of following the argu- 
ments liecome^ extremely confusing. Referring briefly to the estimates of 
Mr. Findlay Shirras and of Messrs. Shah and lUambata in particular, I am 
inclined to think that the former overestimates the non-agricultural national 
income, while the latter underestimates the total income by excluding the 
value of ^some services and making some deductions which is not really justi- 
fied* ^ It will take too long to discuss these in detail. 

0* S , — I agree. 

Q. i. — No useful reform can be carried out without incurring some expense. 
One way of eiisurinis satisfactory collection of statbtics is to compel revenue, 
agricultural and police officers responsible for it to devote Oie same care and 
supervision to it im they do to tlmr oUier duties. But I am inclined to think 
that Iheir work will always rcunain unsatisfactory, as they have not the neoea- 
sary time and smentifio intere6tr-->unle6s it ia checked by smne agency possess- 
ing these requisites. I would, therefore, suggest that Ws work of check and 
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waporrimn in m particnlAr locality may be entrusted to the Professco* of licono* 
ttioi of m oolkice situated la tbat locality, wbo would perlia|Ni gledly do ft tor 
a small lUlowaaoe of Ra. 50 or more a month. Aided as he will oe by a society 
of students intimately conrersant with the locality to which the atatiatica 
relate, he will have means of independent chei^k which the ordinary authori- 
ties do not poaaess. If this cheap but etUcient system is adopted » the Fro- 
taaaor of Economics in a college or univeraity will Mrform serricea analogout 
to those discharged hy Professors of Chemistry as ciiemieal advtaera for Local 
Governments. about family liudgetH and vinages may also Ve 

directly colliK'tefi hy students’ societies of colleges under the guidiinoo of the 
Professors of Economics on standard forms supplied by Government. Govern- 
ment may eiuourage its olhoers to take interest in such soc'ieitea and tntghi 
contribute something to their incidental expenses as is done in the ease of the 
Patna College Chanakyu S<iciety, of which I was the President for more than 
throe years. Other Lcx^al Goveruments might well follow the example of the 
Bihar and Orissa Government in this respect. 

Q. 5.— Yes. 

Q. 6.— Yes. 

Q. 7. — The fact that they have been attempted in all countries in recent 
years shows that they have value. They can be used in estimating the burden 
of taxation on different classes of the population in a given community* At 
least they give an idea w'hother there is any margin between production and 
consumption, and if so whether it is large or small. But it must be admitted 
that such an inquiry in India has not much more than an academic signiff- 
cance, as, whether the taxable capacity of the masses is nil or small, or large 
as has becui contended by various writers, large sums of money will have to be 
raised for c<Ui<^atiotial and industrial developments if India is to make any 
progrcNis in the future ; and it is unfortunately a fact that a small contribu- 
tion from the many poor in India is much more fruitful than a heavy tax on 
the rich, for the rich in India are not very rich nor large in number. If it 
were a question of building a naval base at Singapore or waging an iinjmriaUs- 
tic war on our neighbours or maintaining a |>iiinpered class of labourers in a 
atill higher degree of comfort, the question might demand serious consider- 
ation, whether the proposed expenditure w'ill give a proport iomite return and 
whether taxation for it beyond a certain limit is jiisttriable. But in India 
we are face<l with the melancholy problem of breaking the vicious circle of a 
low expenditure on development and its cause as well as its consequence, 
disease, ignorance and poverty. The circle has to be broken somewhere, and it 
will have to be broken by increasing the expenditure on the educational and 
economic iinproveinent of the; masses. Believing as I do, that there in not 
much margin between their production and oonsumption to meet this en- 
hance<l oxj>enditure, large, ami iK>ssibly, unheard of sacrificcH on their part 
will be necessary in the near future. It is a price which the country will have 
to pay for their improvement. At the same time, while calling Htich an in- 
quiry largely academic, I do not wish to be understcKxl to say that it is entire- 
ly without immediate practical stgniftcanco. If the taxable capacity of ih# 
masses is extremely low, as everybody admits, wo shall feel it our duty to cur- 
tail all forms of unproductive expenditure, public or private, and try all avail- 
able means of taxing the rich l>efore wc tax the poor. Hut our requireiiients 
in the matter of development expenditure are so large, so insistent and so 
urgent, that I do not ex|>ect adequate material relief from these sources alone. 
Nor do I think it a practical policy for us to sit with folded hands and do 
nothing until Government carries out the public demand for extensive ro- 
trenohment in administrative and military expenditure, for^ even if conceded^ 

' it will take a long time to put in effect. Taxation on the rich will, therefore, 
hare to be supplemented by taxation on the less fortunate classes, and if their 
taxable capacity as measured in money is not adequate to bear the burdeti 
which is necessary for their improvement, taxes may have to be levied in 
labour instead of money; for ihoi;^ the taxable capacity of India as measured 
ia money is undoubtedly low, it is not dented that measured ia labour power 
it is large. It is wetf known that the Indian agriculturist remains un- 
employed for the greater part of the year, and therefore, labour taxes wltile 



HMful to tlio Stote will odd to Mtkmftl prodwotioit* Almoniial 
foquiro li«roic remedioii; and if the prilicifiie of ootiiortpititR lahoor f<w cot* 
ting the throat of one's neightioar ia aooeptM in war, I fail to nee why it should 
not be accepted for saving human mismy in peace. There is no reason why 
the campaign against disease, ignorance and poverty should not be carried 
on with the same relentless vigour and fertility of resoinw as a war of homi* 
cide. In determining whether such extraordinary remedies are required, lies 
l>erhaps the greatest value of an inquiry into the taxable capacity of India as 
measured in money. 

Q. S . — I cannot add to the list except that I may mention that as the ex- 
President of the Patna College Chanakya Society I know that there are c^me 
more family budgets in the reports from 1913 to 1923. I have not examined 
all these enquiries and so I cannot say u'hether they are all reliable, but it is 
certain that those conducted by Government officers without a special scientiftc 
interest are not so. I do not think they arc sufficiently numerous to form the 
basis of an estimate of the incidence of taxation on different classes. Such 
an estimate is difficult unless we have a larger and more representative collec- 
tion of family budgets. We have very few family budgets of the middle and 
upper ciasfies of the different provinces, and we have not enough budgets even 
for the lower agricultural and working classes. 

Q, should divide the population roughly into six dosses according to 

nuuithly in(*oTne and habits of consumption. 

(1) The indigent, having n monthly family income of leas than Rs. 30 

and living below the efficiency level of subsistence. 

(2) The poor, having a family income varying between Rs. 30 and Rs. 50 

consisting mostly of peasants, artisans and poor Government 

functionaries who manage somehow to exist. 

(3) The lower middle class (corresponding to the lowest section of the 

Bhadralok) having incomes ranging between Rs. 50 and Ra. 150. 

(4) The proper middle class having incomes between Rs. 150 and 

Rs. 400. 

(5) The upper middle class with incomes between Rs. 400 and Rs. 1,250. 

<0) The rich having monthly incomes above Rs. 1,250. 

These classes have recognised standards of consumption and the incidence 
of taxes may be ascertained by noting their effects on the various articlee 
which enter into their consumption. It is clear, income tax is paid by the 
last three classo.s, salt tax mostly by the hrst three classes, excise and customs 
mostly by the first, st^cHuid, third and fourth class, locial cesses largely by the 
HtHTond, third and fourth class, octroi by the first three classes and house tax 
by the last five classes. I am inclined to think that the burden of the present 
system of taxation in India presses heavily on the second and third class and 
least on the last three classes. 

(js, 10-12 . — ^The distinction between tax and non-tax revenue is not so im- 
portant for estimating the total burden of State ex})enditure as it is generally 
made out to be. Every kind of revenue is a deduction from l^e national divi- 
dend, and to the extent of that deduction, leaves less in the lian<^ of ^e people 
for meeting their daily wants. The conception of the functions of the State 
varies from time to time and place to place, and the onV ^alue of the distinc- 
tion is to warn us that comparison of one country with another as r^^arda 
taxation and expenditure is fruitless and misleading unless the condition and 
circumstan^ of the two countries are exactly similar. It is misleading to 
minimise the State’s share of the national income by emphasising such a», 
aortiibial distinction. II this is carried ftur enou^, the Russian Soviet Govern- 
ment might congratulate its subiecte that it levies no tax i^terrer, since 
eversrthing belongs to it. 

Q. IS . — A commercial return is necessary as a rough test of the efficieiicy 
of the nation^ised industry, but it is not a aure test, as a State iadtootiy 
declare a dividend, even though inefficient, if worked under monopdy condi- 
tions like those of a railway. In that case tiie eiement of tax wiH appear. 



Q. tiuiik ther* is mn •bnmt of Itniiott im iB m IMf 

iiioiioiK»tio 0 ftud it is well known Gbrernmont working of mmcimtm it nmtlinr 
ooonomteo] nor oflictnnt. The whole profit on ooiiin||e rad Wferarago hi n tra 
on the people. It its a bad tax too, aa it fallg on all alike rad la not graduated 
noeording to capacitor, 

Q. 25, — (b) 1 ahould prefer the third plan if the profeot haa been finaaoed 
out of proTincial funds, and the firat plan if it haa b^u financed out of a 
special levy on the locality benefited, collected, as 1 should prefer, partly In 
cash and partly in local labour. 

Q, 26, — Yea. 50 per cent. In the shape of a betterment tax. 

Q. IS. — Fide answer to question Nos. 10-12. 

Q. VJ. — They should be included aa we are concerned to find the average 
rate of taxation in a given area. ^ 

Q. 20, — No, but I would not use the result for comparison with other locaii* 
ties. The distinction between a general purpose and a specific purpose is 
nowhere clear and fixinl. It varies from place to place and time to time. 
Some people would regard even education and medical relief a« specific put* 
poses. 

Q, 21, — No. They are no more voluntary than our habitual needs, 

Q, 2S.^^o, 

Q* 24 . — They would impose an economic burden, as human beings, oonsti* 
tuted as they arc, cannot refrain from normal entertainments or travelling. 

Q, 25. — Wo are concerned to find the rate of taxation borne by the average 
citizens. We have no concern with »oc‘ia! or religious divisions as such unless 
they coincide with economic divisions. 

Q, 26. — I have not much to add to the generally accepted canons of taxation, 
but I wish to point out that in the peculiar circumstances of India theory 
should not be ridden to death, and these canons will have to be applied with 
qualifications and inodificaiioits suited to her genius and condition. Equity 
is always important, but it may have to give way to considerations of expedi« 
ency, productivity and economy. For instance, octroi or terminal tax is object 
tionable in certain res|>ec'is, hut, speaking from personal ex|Hfrience, 1 know 
few municipalities which will consent to replace it by a direct tax: and to 
abolish this source of revenue will practically mean abolition of much expen* 
diture necessary for development. The question of justice can only arise when 
there is choice between alternative souroew* of revenue. Besides this, other 
considerations peculiar to India will have to be home in mind. As far as 
possible, no tax should be levied which falls exclusively on a particular com* 
munity, because of its peculiar consumption or social and religious usage, 
without corresponding taxes on other communities. A tax should be universal 
and not communal in its incidence. It would be obviously inequitable to tax — 
inheritance without taxing the large fortunes which some Europeans who 
do not die in India carry away out of the country. Again, waste in India is 
a national danger which is all the more criminal because the country is poor. 
The tax system of the country should definitely aim at disc^ouragtng certain 
forms of wasteful expenditure. A tax on unproductive marriage ex|>enditure 
may be justified from this point of view. Incomes arising more from social 
conjuncture than from intrinsic ability and disproportionate to the social ser- 
vices for which they are a remuneration and w'hich thus partake of the charac- 
ter of quati-rent should be taxed at a higher rate. Instances of suicdi in- 
comes are the profits of speculation and the extraordinary earnings of some 
pandas, actors, lawyers and doctm who earn more than first class profssiors 
^ medicine, jurisprudeiioe and divinity. Finally, taxes should he levied in 
lontts most oonvement and advantageous to the people. Taxes should not dis- 
courage productiou, but may be even utilised in the present ciroumstancss to 
increase it. Villai^ panehayats and other rural authorities ibottld be en* 
oouregid to develop their areas hy means of dues levied pertly m money, and 
pi^ly in labour in the slack seaera. 
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9* nacMiariljr, imlM It inpoisd in thn farm dl tmi^mmi 

Mtiannl mrrios farfad nt m tinm of crisis. In normnl times expenditure neoee^ 
sery for edfaiency end oenrentionnl requirements dbonld be exempted. 

Q. Tliere ere metur oilier knmnn interests besides tlmee of 

wbidi are rested and interested in the welfare of the State. 

9* it is deemed n e eess ar y for rep r e s e ntation, it should be direet and 

take the form of national senrioe of snob a character that the humblest and* 
the poorest can render it. 

Q. tfO. — ^No. Please '*afer to question No. 29. Tes. It wijl not snit India. 

Q. di.— ^Yes. Direct money payments from the lowest classes in India are 
not conrenient and impose a much greater burden on them than is intended. 

Q. df . — These taxes are lees objectionable as being more conrenient and 
easier to collect and more suited to the Indian temperament. But they are 
not so equitable as naitohal service. 

Qt, dd and dd. — ^Yes. To all classes specially to classes above Hs. 5,000 a 
year. The gradients above it might well be steeper. Unearned and hstf 
earned incomes of the class described in question No. 20 and incomes earned in 
India and spent outside it might well be taxed at a higher rate. 

Q, S5. — ^Yes. 

Q. dd. — No. It is desirable also. 

Q, d7. — The privilege argument in India is sufficiently strong to justify tho 
continuance of the tax. I have no opinion to offer on the form in which it 
may be collected. 

Q. dd.— Yes, provided the proceeds of income-tax from agricultural resouroea 
do not go to the Central Government but to the provinces. The yield from 
Uds source is likely to be greatest in the permanently-sett)^ areas. The 
removal of the exemption will to some extent ecjualise the incidence of land 
revenue throughout India. Land revenue is a transferred head, and at is in 
the fliness of things that all income from land should go to the provinces 
where It is earned. By this means the provinces will have an elastic source 
of revenue which they badly need, and Bihar and Orissa specially will get a 
much needed relief. 

Q. dd. — 1 should draw the distinction referred to. 

9* 4d. — I should retain the present limit, as the lower classes are taxed much 
more in other ways than the richer classes. 1 should give a similar but small* 
er exemption to actual cultivators also, as income from land is somewhat differ-^ 
ent from other incomes. This might encourage fragmentation, but for that a 
separate remedy should be provided. 

9. il , — ^There has been improvement but still there is need for mucdi more.. 
Government servants and employees of companies are at a special disadvant- 
age in this respect. Some discrimination might be made in their favour as 
in Italy. 

9* 4d. — It is destrahle but it will create some initial hardship unless, while* 
prescribing a standard form, some concession is shown to indigenous methods. 

9- 4'‘f- — Publicity may check frauds on the State^ but it may also induce- 
vain tax*pa3rer8 to ruin themselves. At present public opinion is not hostile 
to people who defraud the public purse. Non-official Assessors and Commis- 
sioners might prove useful. 

9. 44.— Yes ; except in abnormal times. 

9* (b) Yes. 

9* 47-~The system of assessment on the three years’ average is more equity 
able as it makes a greater allowance for losses, 

9* 4 ^* — ^ quotations. I don’t quite endorse the 

view contained in the last quotation as applied to India where great hardship 
may be caused by taxing necessaries in view of the fact that a good portion 
ef the population lives below the level of subsistence. 

O. 49.— I should recommend an excise on aerated waters, candles, oof ei^ 
palwt tnedlmnes, pei^tuomry, petio^ 



Q. 51. — but I diuuld very strongly stress the words ** iliool ueosssity 
The proper fontiion of a salt tax in the tax system of India is to as a 
resenra which should he drawn upon only in eases of extreme neoessity likw 
war and abnormal expenditure on development, since the tax falls even upon 
those who live below the subsistenoe level and upon cattle necessary for pro- 
duction. Balancing the budget in pea^ time is not such a necessity. If it 
is nttlised for abnormal devmopment, it is obvious that the proceeds should 
not go to the Central Govemmant. 

Q. — 5i. — ^It all depends on what ddeoie tha proceeds of the salt tax arw 
■pent. It is admirable for the purpoee of local development of education, 
sanitation and industries. But a tax of three days* labour in tha year or its 
money equivalent is, in my opinion, still better, as it will be more oonveident 
to the poor. 

5S. — It is not high but it is not low either. It is high as compared to* 
that in Japan, specially when we take account of the taxable capacities of thw 
two countries. 

g. 55.— Yes. 
g. 55.— No. 

g. 51.— No, ^ 

g. 55. — I believe in total prohibition, but I realise it is impracticable in* 
India on financial grounds. Money available for extinction of excise revenue 
may well be utilised for education, 
g. 55. — ^I accept all the statdments. 
g. 54. — It appears to be satisfactory, 
g. 55. — Yes, 
g. 75. — few articles, 
g. 55. — Ad valorem duties. 

g. 57. — ^Taxes on entertainments and motor cars may be levied in a few big 
mties to increase their incomes, but they should not be available for provincial 
or imperial purposes. A tax on sales may be levied in lieu of octipi or ter- 
minal tax, or in lieu of a tax on profession in those places where they ere not 
levied. 

g. 55. — ^The one*4inna duty on cheques should be either reduced to one pioo 
or abolished altogether, as has been done recently in France, to facilitate 
banking in this country. 

g, 89, — It is quite legitimate to levy court-fees, but it cannot be denied 
that they favour the rich at the expense of the poor. They should be kept on 
a very moderate level. 

g. 90 , — ^To some extent this is true, but trade sometimes benefits from the 
solemnity and precision which the use of stamps confers on it. 

g. 9S . — ^An excess is justifiable, but it should be kept within moderate 
limits. 

g. 95 , — Vide question No. 87. 

g. 96 . — A tax is a compulsory contribution from the national dividend for 
the necessary expenditure of the State, while rent is the economic surplus 
which results from land after meeting the expenses of cultivation and goes to 
the owner of the land. Taxes generally are deductions from the incomes of 
Inhabitants in well defined proportions which are generally moderate, while 
rent, being an incident of ownership, consists of the whole surplus produced. 
It does not serve any useful purpose to discuss whether land revenue in India 
is a rent or a tax, except to supply arguments to literary pedants for and 
agatnst its redaction. Whether it is a tax or not a tax, it is a deduction from 
the national dividend, and the only argument we can draw from its being rent 
and not a tax, is that a State which raises revenue on a sodatis^ basis must 
be prepared to discharge corresponding socialtstic'duties towardi its citisens, 
Ollierwise it would be a c»se of heads I win, tails you lose. Ju^ing trom tbo 
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raiM levied by Gciveriunent, it would eeeiu that the land reveutia is naitlier a 
tu nor rent ; it is simply Indian land revenue^ a complex result of Idstoriea] 
traditions, local customs and the desire of Gorernxnent to raise as lar^ a 
revenue as the people would bear, without their questioning its reputation for 
enlightened generosity. It partakes of the character of both rent as^ tax^ 
since the rate ia too high for a tax and too low for rent. In the rajjatwan 
areas, it approximates more to the natnre of a rent, and in the permaamiti;^ 
•ettled areas it approximates to a tax^ whUe in the temporatily-eettled areas H 
occupies an intermediate (Kisition. 

Q. P7.~->Oenerany no, but under certain circumstances it may drive down 
the standard of comfort. Low productivity, excM^ive fragmentation and a 
large number of niiddlenien are contributing factors. There are too many 
men living on land and there are too few suhsidiury industric»s. As long as 
^^ese oondiitons persist, it will he hard to improve the cultivator’s condition 
by changes in land revenue. 

Q, 9d.*--There is considerable force in this criticism specially in the last por* 
timi of it. 

Q, 100, — (t) Please refer to question No. 40. 

Q, 101. — 8uch a tax may not be quite effective. I think subdivision beyond 
the economic stage nliould he prohibited by law*. 

Q, lOJt.^YoB/ 

Q, 104 , — ^The fifth method seems to be the best, as it makes it clear how 
much of the national dividend is taken in the shape of land revenue for the 
purpose of the State. 

Q, 105 . — ^The rates for royalties should be increased and income-tax on 
royalties should lie levied at a higher rate than that levied on ordinary agri* 
cultural income, since royalties include not only rent, but payments for the 
contents of the soil actually removed by mining; or a special minerals exploi- 
tation tax may lie levied. 

Q, 106. — ^Yes. 

Q, 107 . — sales tax or a turnover tax for municipal areas, a labour tax 
for rtiral areas, and a tax on unproductive expenditure on marriages for both 
might be added to the list. If taxation of site values is not included in the 
term land values, it might also lie adde<l. House tax and the tax on site 
values may be made ini|ierative in all municipalities, and in addition to it, 
where octroi is not levied, either a sales tax or a tax on profession, trades and 
callings should be made imperative. In the rural areas a labour tax or an 
educaiiou cess should be made inii>erative. Without such compulsion it is 
difficult to indulge locral bodies to undertake expenditure on development. 1 
speak from personal experience of the Patna Municipality. The merchants 
and landlords are $0 strongly entrenched in the local bodies that they resist 
all attempts to impose taxation for the benefit of the |>oor. 

Q, 108 , — Please refer to question No. 26. Octroi is no doubt unsatisfactory 
from the economic point of view, but it will have to be retained in India for a 
lon|t time to oome on account of its convenieiice, productivity and universal 
incidenoe, especially when there are no equally fruitful alternatives. Octroi 
is the main stay of many ti3unici{>alitlee in India. It may be roughly said that 
whenever it exists, the municipalities are progressive, and where it is absent, 
they are backward. France abolished it once but had to restore it, and India 
may have to go through a similar experience. In old decaying dties like 
those of Patna, Lucknow and Benares, where house values are not 8o*hi|^, 
and trades and professions are not so remunerative, as in the rising cities of 
Bombey, Calcutta, Karachi and Cawnpore, octroi is eminently suitable, as that 
is the only wsy of getting some income from the man^ poor. If, however, it is 
to he replaced, it might be replaced by a combination of a profession and a 
sales tax, but both are likely to be unpopular mid costly to odiloolb 

Q, 109,^1 woo with the criUcisiii subject to the observatioiis in questions 
Nos» 26 and lOB. It applies to temiiJial tax also. It is ns much evaded as 
homo tax, income-tax or any othmr tax in India. It is wo& known that the 
ImiMii nt munm^^ oouiio01ors, their friends, rdatioivi and wotem aie mribiv 
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which I have ftigseftted as aalMtitiitaa. 

Q. 110 , — ^Floaao t^Uat to quottim No. lOB. 

Q, 111, — Thoy havo the Mine justihcation in India as octroi. 

Q. IIM , — It is oonrenient. It does not create hardship, lor he is generatl^ 
able to shift it, 

Q. 11,^. — Yes. It is desirable that taxation should lie as broad based as 
possible and should not press on a single point. Yes. 

Q, JJ5.— Yea. 

Q. 116 , — I have no experience, but 1 think they are not suitable for poor and 
backward cities. 

Q, 117, — ^They should not be given unconditionally, but should be earaarked 
for special purposes such as sanitation and education. Recurring grants for 
certain objects should he given in fixed proportions to the expenditure incur- 
red by Uxral bodies on those objects so aa to encourage self-help. 

Q, IIH , — Conditions vary from province to province. In Bihar and Orissa 
the stimulus is lacking, though there are Higiis of awakening. In Hombay the 
stimulus exists. 

Q. 119. — No. These are not suitable to India, 

^ 4P 

Q, W). — Amongst the taxes mentioned, taxes on agricultural incomes^ 
tobacco, servants, motor cars and patent ine<iicine« appear to be Rtiiiahle. 
Betc^l leaf and aren-n nuts may be taxed by means of a profession and i*alling 
tax levied by a municipality. There should be no tax of inarrha^ as such., 
but a graduate<l tax may he levitnl on ex|ienseM of luarriage beyond a certain 
proportion of the incomes of parties. The objiK'i of the tax should he partly 
social, and partly financial. It is well known that extravagant marriage ex- 
penses are largely responsible for iht^ indebtedness of the people. The tax 
should be levied by lo<*al bodies and its prmreeds should be exclusively devot/od 
to education ho as to make it unobjectionable. 

Q. Yes. 

Qs. 122 and 12S. — From tlie revenue and convenience point of view, the fifth 
appears to be the best, hut the mnnufacitire and incidentally the value of the 
article may l>e greatly improvwl by trying the third method. 

Q. 1$2 , — Half the rates on cigars and cigarettes and a quarter of the rates 
on manufactured and unmanufactured tobacco would appear to be suitable. 

Q, ISS, — Ad valorem duties on cigars and cigarettiMi and specific duties on 
tobacco. 

Q, l$7 , — Duties on inheriiatice or succession, though quite justifiable from 
the economic point of view, are not suited to India at the present moment^ 
though a time may come when they can lie safely introduced. They ar© op|>OKed 
to the principle of family solidarity on which Indian socuety is organ isoil. Any 
arranient in its favour derived from the exi>erieiic.e of individualistic societies 
is largely inapplicable. The criticism made against it by Sir James Stephens 
holds good to the present day. According to Hindu Law proiierty d<MM not 
belong to the individual but to the family. The tax, besides having the ten- 
den^ to disintegrate the Hindu joint family, will be specially inquitable, aa 
its incidence will he largely communal in character. The Hindus will bear 
the greatest burden, the Mussalmans will bear it less and the Europeans who 
do not die in this country will escape it altogether. Its burden will be very 
severe on the land-owning classes, ss they have not yet learnt to derive an Ifi- 
ereasing income from their prop^y so as to repair the inroads of sueoetston 
duties, as is done in Western countries, and some ancient families considering 
the present Indian mortality figures, may be taxed out of existence. In the 
case of the commercial and mmn^acturing c la ss es , it wOl act as a tax on capita! 
which will be most iniorious in the present state of India, when people are 
seriously exercised over the question of foreign capital. It wilt be costly to 
collect, inquisitorial in character, osusy to evade on account of nufdahg and 
win lead to endless vexation and emruption. If the property a Hiiulu is 
inltorited for the purpose of carrying out certain rellgiout ceremonies as main- 
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teuied by some iuriste, succession do^es mmj be r ese nted m tuee on religious 
obusonranees, if public opinion is not ripe for them* 

(f, 1S8. — ^These principles are iaemnstent witli tlie organisation of tlie joint 
family. The principle of graduation cannot be introduc^ed without working 
hardship. Distant relations are generally excluded by the derioe of adoption, 
and it is manifestly unjust to tax the estate or the share of each heir 
according to sine without considering the number of oo-sharers and the per* 
manent obligations of each heir respectively. 

Q. 159.— (1) Yes. 

(2) This is true in the abstract, hut is not quite applicable to snooession 
duties in India, as mont estates likely to be afflicted by them are exclusively 
provincial in character. 

(3) No. Tf death duties are levied, the proceeds from agricultural estates 
should go to the province.s oiul the rest to the Central Government, 

Q. 141. — All the methods suggested will either create hardship or disinto* 
grate the joint family. 

Q. US , — It is not quite peculiar to India, but it is specially applicable to it, 
as at the death of the head of the family much money is drained away in the 
shape of funeral expenses. Large payments are made to daughters in \ iew 
of the fact fhat according to the Hindu Law they are prac;tically disinherited. 
They are really deductions from the parental estate. 

Q, 144. — No. In the case of ornaments and jewellery, the purdah is an in- 
superable obiftacle. 

Q. 147. — Yea. But the system of payments from the Central to the Local 
Governments cauiiot be rule<l out of account altogether, in the present condi- 
tion of the ditferent provinces of India. All of them are not in the same state 
of development and the Central Government owes to the backward provincea 
of Bihar and Orissa, the Centrul Provincres and Assam duties which it ought 
not to forget under any system of provincial autonomy. As a geographical, 
political, economic and cultural unit, India is one, and should never be split 
up into Hemi-indepciideiu .states of the ty|*e which exist in America, each care- 
less of the fate of the others. In the interest of all, a national minimum of 
order and security, health and education will have to be enforced on the 
provinces by the Central Government, for the disease, ignorance and disorder 
of one province may affect, under certain circiimstaiK*es, the health, safety 
and prosperity of its neighbours, A riot in Bihar will disorganise the entire 
economic* life of Northern India and plague starting in a backward province 
will f?a.sily s|>read to the neighbouring provinces. If in Hj>ite of the best efforts, 
a province is unable to keep up to the national miminum, the Central Govern, 
tnent should come to its r<*scu€> by giving it subventions on special occasions 
or by financing its large capital requirements. This is all the more necfjissary 
as these provinc'e.s have remained backward not on account of their own fault, 
but because for a long time they were outlying parts of other provinces, and 
therefore remained for the most port in an undeveloped condition. It is un- 
fair to them now to saddle them with all the paraphernalia of a full-ffedged 
province and leave them to shift for themselves and bear their burdens as 
best they can without any occasional assistance from the Central Government. 
Bihar and Orissa is heavily handicapped in the race with other provinces, ns 
besides capital undertakings of the usual provincial character, it has to finance 
the ordinary requirements of 34 million inhabitants from a scanty income of 
about six crores, which it is not able to increase in spite of the fact that it 
IKtssesses the richest minerals and land in India. I hope the Committee in 
making recommendations will bear the needs of backward provinces in mind. 

I suggest the proceeds of the salt tax should be used to give subventions to 
thfun for their occasional capital requirements until they are able to stand 
on their legs, on the condition that they devote an increasing part of th^ 
revenue to primary education and sanitation. 

145. — ^Yes, but it may be provided for by usiim the salt tax as a reserve 

lat emergencies. Normally, it should be used tw the purpose of tnm^lring 
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iprants to backward areaa. The unoertatnij ckf ihia aoaroo in tinMi of doproih 
aion should make them self-reliant. 

Q. Ii9. — No. All the provinces have inadequate and inelaatio rerwue. 
The agricultural provinces where temi^rary setUementa prevail have gained 
at the expense of the commercial provinces by the arrani^ment which makee 
land revenue a provincial head and income-tax a central head. The indoatxy 
and enterprise of Bombay and Bengal is very much (M^naUsed. The case of 
Bihar and Orissa is the worsts as it is an agricultural province without an 
adequate land revenue, and an industrial province without an ineome-taa;. 
The result is low expenditure all round on police, fnliurniiou, sanitation and 
industries, though the will to work the reforms exists. For its relief either 
the abolition of permanent settlement or a tax on agricultural incomes, or on 
minerals is absolutely necessary. 

Q. 150, — Yes, but not without adding to the sources as mentioned above. 
The condition of backs'ard provinces should not be lost sight of. 

Q. 25i.— Yes. 

Q. Yes. 

Q, 15S , — The province has a right to share the produce of such a tax, but 
it should not take the whole and should share it with the Oniral Government 
to emphasise the national character of the tux. If this principle is conceded 
too much, similar demands may be made about similar itnpot^ duties and 
national unity may be lost. Bengal may share its jute tax, and Bihar and 
Orissa a tax on shellac and minerals with the Central Government. 

Q. 15 Jt. — Yes, tlu? CVntriil Government may reserve a basic rate in excise, 
provided it surrenders a share of the income-tax and possibly of the opium 
revenue or salt tax to the provinces. At present the provinces have greater 
need of revenue than the Central Government. Mere remission of provincial 
oontri but ions will bring no relief whatever to Bihar and Orissa. 

Q, 155, — Yes, subject to the same conditions. 

O. 156, — Yes, but the reasoning is notPquite true about succession duties as 
appUed to India. Please refer to question No. 139. 

It is practicable. Income-tax and succession duties from agricultural 
sources, if levied, should be given to the provinces, while their yield from 
general sources should go to the Central Government. Both the Local and 
Central Governments need elastic sources of revenue, and in any case the held 
of income-tax should be divided between them either on the abovementtonod 
principle or on the principle followed in Australia. 

g. 157.— Yes. Yob. 

g. ICO . — Note nhout “ further revenue.’* A huKiness or profession tax, 
while suitable to Western countries and some modern cities in India, will be 
utterly inade( 4 uate for the purpose of old cities, espcw'ially the cities of the 
United Provinces and Bihar and Orissa. Please refer to questions Nos. 107, 
lOB and 116. 

Q, 161, — No. Yes, provided other sources of revenue are made available* 
Please refer to question No. 107. 

g. 162, — No. Local bodies will be great losers as Government have exten- 
sive properties. 

g, m.—Yes. 

g. 164. — Yes, specially the monopoly of life insurance. The Government 
scheme of postal insurance for its employees has been very successful and 
should be extended into a monopoly, as it will stop the drain of premiums out- 
side India and protect policy-holders against weak or fraudulent companies. 
The premiums will also be lowei* on account of various oconotnios. 

Q. 165. — ^Yes. In the case of matches and playing cards. 

Q. 166.— Y^. 

g. 16S.— The staff is excessive for its present duties. 

g. 171.— Yes. My experience as a Oommissioner of the Patna Municipality 
eonfirms the experience of these democratic countries. I think all local assess- 
asents should be carried out by independent olioers under central control. , 



Pr«lMMr BatiMja gave oral oryeaoo aa ialloiva i— 

The Preeident. — ^Tou haire been good enough to send ne a oonaiderahi# 
amount of information which we will paeg on to the Economic Enquiry Com^ 
niittee. I notice that you find that the enquiries are rather pcditioal than 
sdentillc. 

A, — Yes, that is my humble opinion. 

Q . — What we are interested in is the prefisure of taxation on the different 
classes of the population. You have given us a classification of six different 
classes at page 20*1. You sa 3 ' the genera] estimates of national wealth can he 
used in estimating the burden of taxation on different classes o1f the populatiotu 
How can you use the average of the u'hole population for estimating the 
burden of a class P 

A. — I can use it for estimating the burden of the lowest class of the |>opu- 
lation. For instanc^cf, if the average of national income is very low it most he 
presumed that the lowest classes in the population are getting very low in- 
comes. Therefore possibly the burden will be very heavy and if we want to 
impose any fresh tax we will have to take that factor into consideration. I 
am not able to use that information for the purpose of estimating the burden 
of every clm^. 

Q , — But the average will bo in excess of the lowest. 

A. — It will give a rough idea, not an exact idea. 

— You divide the six classes according to their income. You make no 
distinction betsreen town and country, between agricultural and industrial. 

A. — ^No, it is a rough distinction. 

Q , — Does not the incidence differ P 

A.^-Yos. 

Q, — Don’t you think you need distinguish between town and country P 

A. — Y'es, within these six classes I can make a sul>division into rural and 
tiHian classes. 

Q . — Between the agricultural and non-agricultural population P 

A. — Roughly the distinction betw<^n urban class and the non-urban them 
means that between the agricultural and non-ngricultnral classes. 

Q, — Clin you help us to discover the numbers of each class from the census 
returns? 

A. — 1 have not gone into such details. 1 have had no time. Perhaps I 
eoitld work it out. 

Q , — How would you qualify this classification (shown the classification 
adopted in the preliminary note)? 

A. — This seems to be more or less a division by occupations. It does not 
take into consideration the amount of income. There may l>e vakils who may 
not be earning anything. There may be barristers earning Rs. 20,000 per 
month. To this extent the classification does not give an idea of the differ* 
encos in income. 

want to get classes of people. Do not vakils belong to one class? 

^ 4 , — the tendency is to have sub-classes in each class according to 
income and expenditure. There are social differences between vakils making 
both ends meet and vakils who are making a small fortune and the vakils wi6 
are wei^thy. 

— Would you not put all of them under the same professional class? 

A. — ^Yes; but there is a social and economic division which divides the 
various members of the same profession. Even in my profession there are 
teachers earning a very small amount and there are teachers belonging to the 
Provtneiai and Imperial Services. I am sorry to say there is a difference. 

Q »Would you not say that except with reip^rd to incomes^ they bdeng to 
the profession with the same habits and manners? 



hmr^ not quite the teme habile and tuaunem. Take tlie Inperlal 
Eduoatum Senrioa, There ie eomethiug more thau iucome eeparatitti it from 
the maiu body of teaehefe, 

V’-^-They are all members of one profenioual claee (or porpoeee of omiei* 
dering Uie inoidenee of taxation. 

d.— Yee* 

Q , — ^le it neceeeary to divide them horiaontally «e irell as rertioally (or pur- 
poses of taxation P 
d. — I think so. 

(j. — Don*! you think that such and such a tax falls upon the profeeeional 
classes according to their incomes P There are ups and downs in aU elasees. 

d. — ^There are serious ups and downs in India. In England incomes of 
teachers don't vary very much from class to class. But here there is a very 
wide difference. 

Q , — But would you class traders, teachers, and vakils all in one classP 
d. — I would separate them. 

Q.— Then would not your six classes become thirty-six P 
d. — Yes, that would be more exact. 

J)r, Paranjpye. You consider the differences due to income of greater 
importance than the differences due to the nature of the profession so far at 
Uio incidence *of taxation is concerned. 

d > — 1 do not say they are more important hut they are very important for 
purposes of taxation. 

Q , — Is not graduation of taxes a sufficient alloaanoe for the qufstion of 
variation of income? 

d. — At present graduation is not sufficient. 

Q, — ^Then you can have steeper graduation. So far as taxation is oonoerned, 
will not that achieve the purpose? 

d. — Yes. Perhaps I will accept your position. 

O . — ^Take customs duties on importod liquors and imported clothes of high 
grade, is it not the higher class that a^ould almost entirely pay these and t£e 
lower class is not paying these at all P 

d. — ^Yes. The lower classes a^ould not pav them except to some extent. 
But there is another class due to caste. People have to consume a particular 
commodity simply because they belong to a particular casu*. 

TAs President. Q . — As regards the distinction between tax and non-tax 
revenue what we have to do is this. We have to recommend readjustments of 
the system of taxation within the existing limits. 

d. — It does not serve any useful purpose to eniphahise this difference. If 
Government takes over functions which are discharged by private persons in 
other countries, it, to that extent, reduces the sources of income available to 
them lor paying taxes. If Government monopolises most occupations and 
the ordinary people do not get many occupations, to that extent the money 
left in their hands which can be taxed will be very small. 

2>r. Paranipye. Q . — ^Do you consider that taxation should be regarded as 
identical with the whole amount of expenditure of the Government P 

d. — ^The whole revenue of Government ought to be taken into consider- 
ation. 

Q.^Wouid you include tributes as part of taxation? 
d. — If I talm India as a whole I would oonsidar them; if 1 lake British 
India only, I won’t consider them. 

0.--4uppaee thm is an Indian State which does not derive its revenue 
from any tax but gets its whole revmme out of dividends from railways in 
whidi it has invested large funds, do yon think that that state is still tax^f 
dmdd tidnk so. 

O.^There is hardly any real taxation in the ordinary sense of the term. 
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bM uivettod A Urge mmmmt of money, I would not use tiw wotd 
tnuiion. But Gforormneiit cnimoi lie run witbout tnldiig rane money fron 
pei^le, Tliat money must come from somewhere, 

Q . — ^Is it money from the peopleP 

A.— Yes, 

Q, — If it has got money invested in railways and if the dividend is spent 
for the expenditure of the state, do you still consider that the people are 
taxedP 

ii , — li the people had the railways that income would have remsdned witli 
the people. 

Sir Percy Thompion. — Supposing to-morrow the Government of In^Ua 
decide to do what 1 telieve it is contemplating, ri«., the starting of an Indian 
Mercantile Marine, and — let us suppose the impossible— it makes a proftt of 
two crores per annum. Do you call that two crores taxation ? 

A, — 1 would call it taxation to the extent the profits remain in India. 

Q.— Would you call it a reduction in the national dividend? 

A, — Yes, to the extent the profits of shipping remain in India. 

Q . — Where is it deducted from? 

A, — From the money of the nation. The whole nation earns it. Govern- 
ment iake^dts share for expenditure. There is no distinction as regards 
national dividend between money earned by private or public agency. The 
people would have earned the same profits. 

Q, — ^The people would never do that. The Imperial Government makes two 
crores without taking a pice from anybody’s pocket. How is it a deduction 
from the national dividend P 

A. — If Government had not started the enterprise, the people themselves 
would have done so. 

G*‘-~That is a tremendous assumption. Would you say the same thing in 
respect of the posts and telegraphs? Would it have b^n possible for the 
people if the Government had not instituted these enterprises? 

A. — My point is this. If you press me in this fashion then you will have to 
answer my difficulties. Supposing as in Russia Government monopolises all 
the occupations of the people, then the tax of the people would become nil and 
the burden 

Q , — Supposing the Imperial Government nationalises the cotton industry 
of Bombay. I ^all go so far as to agree that the profits of the cotton industry 
are a tax. But 1 cannot agree to the proposition that, whatever industry is 
taken by Government under its control and monopoly, it becomes a tax. I 
cannot also agree to the theory that such profits come out of the national 
dividend. 

A. —To the extent the profits of the people are taken over by the Gh)vem- 
ment, to that extent the income of the people has to suffer. 

Q . — ^The suggestion I am making about the mercantile marine is that the 
Government creates it. It does not take from anybody. It creates a source 
of wealth. 

A. — That source would have been possible for the people also. 

Q . — Why don’t they do that? 

A. — In course of time they will do that. 

J>r. Pamnipye, Q , — Supposing Government discovers a gold mine in one 
of its estiktes. Do you still consider the income from the mine as a tax? 

A. — 1 won’t exactly consider it as a tax. 1 am protesting against the 
whole distinction between tax and non-tax revenue. You are examining me 
in such a manner as to place me in a very tight comer. What I mean is if 
Government monopolise the profits, Government expenditure of those piofita 
is a burden on the people. 

The PrcMdent Q.— What do you mean by national dividend and how do 
you define tax? 



do not wont to deport from tlie ordiooij doAoittoa tlmt teat la o 
oompalaofy coittribotion mode to ibe itote for woieli 00 afMoide roi«m 
leeeiTed. But oil blemlogi of Goremmeiit moy in o wop be recorded oi 
fio returns or generol returns for mone^r rooeirM end bmoe el! soiiroeo moy te 
considered as taxes or vice versd. 

Q . — ^Low and order ore not specific returns, 

A . — ^Wbere would you draw the line? 

Q , — ^You con do it when you get a specific return^ as in ibe cose of o postol 
stamp or a railway ticket. ^ 

A , — ^Looking after jails may also be called a specific service. The functions 
of the state differ according to various people. 1 think the meaning of the 
word S}>erific service varies from time to time and from place to place also. 

O. — If a special locality paid for water works or an irrigation scheme out 
of the money collected from the people, yon would not charge them anythii^. 
But if the general tax>payer is charged for the purpose of benefiting any special 
locality, you then charge a share of the increased value? 

A.— Yes. 

Q. — In the first case people putting in their money get a return, whereas 
the general tax>payer does not. Do you think it right that Government should 
take a share in the output without confining themselves to the interest on the 
capital cost? 

A.— Yes. 

Q , — In addition to that if the landlords secure very large increment in the 
capital value of the land, the Government will be entitled to take 60 per cent, 
of it in the form of a bettt^rment tax? 

A.— Yes. 

Q . — ^Then with regard to question No. 25, you say that we are concerned 
to find the rate of taxation borne by the average citisens and that we have 
no concern with social or religious divisions as such, unless they coincide with 
economic divisions. If that is your view, take the professional class about 
which we are now talking, do they pay much excise duty? 

A. — Not much. 

Q . — ‘According to your precept something should be imposed on the pro- 
isBsionul class? 

A. — Yes, 

9 .—Y 0 U say again that it would be inequitable to tax inheritance without 
taxing the large fortunes which some Europeans who do not die in India carry 
away ottt of the country. What ahont those who die in this country ? 

A. — As I said, most of the Euro^ieans do not stay here and as a matter of 
fact if you levy an inheritance tax it will be communal in incidence and they 
will escape. 

Q , — Is there no communal incidence in the case which we know of where a 
aitigle payment of death duty brought about Rs. 3 lakhs? 

A. — I would rather avoid communal incidence. 

Q . — ^Do 37 uu think jt unfair to levy the probate duties as at present? 

A . — think so. 

Q , — No objection if it is spread over the whole community. 

4.— No. 

Sir Percy Thompeon, Q, — Is it not the fact that the class of people who 
make much money in India leave their property here in jute mills and tea 
estates, etc. Would not that tax fall on them ? 

A. — In the first place some portion of the money earned is taken away. 
Take the case of Government servants. 

— Do you think Government servants leave much property? 

A. — ^At least Government servants who are not married make much money* 

I am also referring here to the European merchant princes of Calcutta. 

9 ,— Is not their property usually here? 



A^^lf tlie property u h«re, it deal mot oomo mnder tlie ^»oeiml iu wUdi jon 
iarm eomtemplmtiiig, i.e., domth dtttiot. 

— ^It will oome on tbe domicUod m weU as people who are lirfaic outside 
f mdia but hare their properties here. 

it . — it not the case that the shares of jute mills or other compasiies are 
probably possessed by men in England? 

Q.*— Take^ for instance) a Tea Company which is purely an Indian Company 
in which I awn shares. Haring reiiied from serrice I go to Ihigiand and die 
there, Indisr would be entitled to take a duty on the shares. 

ii. — I was not aware of this. 

The President* Q . — You wish to lery a tax on unproductire marriage ex- 
penditure? How would you levy it? 

A*— *I snpp<m marriage festirities are quite reasonable, but there is s 
tendency here in India, whether princes marry or poor men marry, to spend 
beyond one’s income. I would allow every man to spend only 3 montl^’ income 
on the marriage ; if he tries to spend more than that, I would tax him. 

9.-<->Would it not lead to all sorts of inquisitorial proceedings? 

A, — I do not think it is so very difficult to collect information in a place 
like India. A man will have simply to take a license for marrying his 
daughter. 

Q . — Are ihey required to pay a stamp duty on it? 

A. — No. As a matter of fact, marriage is not an obscure fact in any 
village in India. There will be no diffionlty in the collection of the tax as I 
do not want to give the proceeds to anybody except the local authorities. 
They know how many marriages are celebrated in a village and they may 
issue a license ticket registering tbe fact of the marriage and if the marriage 
expenditure goes beyond a certain limit then the parties may lie taxed. 

Dr. Paranipye, Q, — You know the question of marriages in your pro- 
vince— Sind— is a burning question, don’t you think that this tax would be an 
additional burden upon the hard pressed parents? 

A. — If the tax is levied it won't add to the dowry, but it will come from 
the dowry. The maximum which can be squeesed is realised already. The 
object is not entirely financial, but is also social. If a man celebrates the 
marriage very economically, then I won’t tax him at all. 

Q . — Would you be in favour of a registration fee on marriages? 

A. — I am opposed to it. There may be a poor man who may not be able to 
pay even Rs. 2 for the registration fee. 

The President, Q , — ^You say that you would like to tax the profits of 
speculation and the extraordinary earnings of some Pandas, etc. How are 
you going to tax profits of speculation? 

A. — When a return is made to the Income-tax Officer as to the source from 
which the income has been derived, then there may be a separate return under 
speculation.” 

Sir Percy Thompson. Q. — I am a Bombay cotton manufacturer and I have 
half a lakh ot rnpeee profit and speculate in cotton and make another half 
lakh of rupees, you would tax on^the half a lakh of rupees made out of 
speculation ? 

A.— Yee. 

Q — ^Xhen I make another speculation and lose a lakh of rupees. Wbatevwf 
1 have made out of the cotton manufacture, 1 lose in cotton speculation, how 
would yon tax on it? 

A.— I would take these two things separately. I would certainly tax the 
I g^ ts, but 1 let you go on the speculation because you have not made anything 

‘ 0*~Why do you let off the losses and take only the profits made out of 
ime activity? 



A.—Btiomum I mm dittinguiabittf i!k» two torU wetivitiii My 

IS this» that tlim »ro oorUin uieomos wliieb «ro entiiwly dhproMitioiiato 
to the serrices which earn them, and beyond a oartain sUm yott ao not |(et 
the incomes through your intrinsic ability but through sociiJ conjnneture* If 
a doctor gets 90,000 rupees a month, it is purely a disproportionate ralue and 
much more than the value of the real senrice rendered. 

Q . — Why do you set aside speculation as a special source for taxation f 

4* — Because I consider the profit of speculation is not wholly due to a matins 
ability but due to a defect of socinl organisation, and therefore, I think for the 
purposes of taxation, I should authorise this. 

Dr. raranfpye. Q . — Is it your idea that you will tax all the winnings from 
the totalisator and leave out all the losses P 

A.— Yes, something like that. 

The Prendenf. Q. — You say that you will subject to special taxation 
doctors who prescribe for nervous old laaiesP 

A. — ^That is not my point. What is tho source of earning of a very good 
doctor who i.s making 20,000 or 30,000 rupees a month? I think the services 
rendered by him are slightly better or nearly as good as the services of a doctor 
who is making 500 to 2,0(X) rup^ a month. Still the difference in service 
does not correspond to the vast difference in incomes you find. 

Q - — How are you going to distinguish these ta'o cUisses of practitioners P 

A. — I would roughly say that those who are oarning more^ian 3 or 4 
thousand should be classed separately. 

Q , — Are you not doing this in the system of graduaieil tax? 

A. — I want to tax the special classes of persons. I would certainly distin- 
guish these earnings from the earnings of businessmen which are fully earned. 
I should ask when a man makes 1^,000 or 30,000 rupees a month, does he 
render 8erric<? equal to that amount to society? 1 do not think a fashionable 
lawyer renders service equal to the amount he earns* I think he earns because 
a number of clients are very nervous about their cases and fear that they will 
lose property worth 2 or 3 crores, and they go and compete for his services. He 
does not earn only because of his ability, but also because of the artificial value 
that is put upon it. 

Q . — You base your differential income-tax on the individual cases? 

A. — I think as a matter of fact a professor of Oxford TTnivorsity like Dicey, 
Anson or Lord Bryce knows as much law as any other lawyer like Sir John 
Simon or Mr. (now Lord) Asquith. Because the one is practising in the London 
Ckiurts and the other is a professor, there comes to be a vast difference in 
income. It does not mean that one is more intelligent than the other. I 
think the large earnings are due to the false valuation put on the services 
rendered by these people. 

Q . — ^What you say is, the more income the more laey a man isP 

A. — 1 do not say that. I say the income is not wholly due to their extra- 
ordinary intelligence, but it is also due to the fact that society puts a false 
value on their services. 

Q. — ^You say that village panchayats and other rural authorities should be 
encouraged to develop their areas by means of dues levied partly in money 
end partly in labour in the slack season. You mean to say that taxation 
should take the form of national service which the humhlest and poorest alike 
can render. 

A. — I thiiik such a system is in vogue in the Madras Presidency. 

Q , — ^You are referring to the kudi mnram^ith system in the Madras Presi* 
dencyP But it is being given up. The extension was oppooed in the Council. 

A. — 1 do not think it is applicable to all classes of people. What I want 
to say Is that since the villa^rs have not got much to pay in tho shape of 
iaoiiey« ther mig^t he asked to pay in the fonn of labour. Their puree is 
eHonder, but their labour powor is very etroag. I wonJd epuftuo the levying 
of this tax only to village paachaynli. 
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Q . — In reply to queetiona Noe. S3 end M, yon eay yon wonld adrooele M 
inereeee in the ratee of inoome-tu and apply it to Giaeeee abore 6^000 a yeat« 
1 take it yon refer to rupees, 
d.— Yes. 

Sir Percy Thompem. Q . — In yonr view the rate of income-tax on tlia 
higher incomes in this conntry is smaU. 

A . — I think so. 

Q , — You advocate a differential rate for unearned incomes as compared 
with earned incomes? 
d.— Yes. 

Q . — ^Theoretically I think everybody would agree with that. But do yon 
think that it is worth while to do so in India where there is comparatively 
little unearned income? 

d.— I am proposing to tax agricultural incomes also. 

Q , — ^You propose to tax unearned incomes at a heavier rate P 
d. — ^Yes. and half-earned incomes also. I consider the incomes of certain 
doctors and lawyers as half-earned. 

Q , — There is comparatively little unearned income in India. By far 
chief kind of unearned income which exists in India is income from land whidi 
is not subject to income-tax at all. 

d. — I htrre proposed that it should be taxed. 

Q . — Assuming that the law remains as it is at present and that agricultural 
incomes are exempt, and having regard to the fact that unearned incomes are 
relatively small in India and that the bulk of them are not taxed, is there 
really much of a case for complicating the Income-tax Act by having a differ- 
ential tax for this small amount of income? 

d. — As time passes, this item of income will assume increasing importanoe 
and justice requires that it should be taxed. 

Q . — I am asking you whether, in the particular circumstances of India, it 
is a wise thing to do at the present time, 
d . — I do not see any objection to it. 

Q , — There is a certain amount of administrative inconvenience and it is 
very difiiouit to get a really satisfactory clean-cut definition of unearned 
income. 

d. — 1 should like to lay the foundation for a satisfactory Income-tax Act. 
It might give more money to the Exchequer. 

J f. — Naturally, everybody wants to base it on justice. Even then it would 
ifficult to get a definition of unearned income. 

You think it is quite desirable to make allowances for the number of per* 
sons supported out of particular incomes? 
d.— Yes. 

Q . — ^Would you apply that to dependants besides wife and children? 
d. — Yes, in the circumstances of India. 

Q , — Is it not going to be a very inquisitorial proceeding to discover how 
many dependants any particular tax-payer has? 

d. — ^I suppose they would welcome it and supply the information easily. 

Q . — But the question is whether they will supply corvect information and 
if the assessor has reason to suppose that it is incorrect information, whether 
he has not to make an inquisitorial enquiry to satisfy himself. 

d^-~^After all, the facts of family life are very well known to neighbours in 
India and 1 think these facts can be very easily ascertained. 

Dr, Paranfpue, Q , — Generally male and female births are approximately 
equal in India. Recently when I had occasion to look at the viw statistm 
in Sind, I found that for every one hundred male births registered in Siitd^ 
only about ^ to 70 f^ale births were registered. If tbm happens wben 
were is no liability to income-tax, do you think information can easUy bo ssh 
certained for the purpose of levying income-tax? 
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A . — do not think the public nttackoc mtteh importnnoe to tko cmuiiui 
or the conniing of mmlos and femako. I in:p«olf haro not rigiitorod tho birtlni 
of my children. I do not think it would be very difiicult to get the infonnatioii 
required for the purpose of income-tax. 

Sir Percy Thompson. Q . — Let us suppose that a certain person lays that 
he has one wife. 7 children and dO dependants and that the Income-tax oOcer 
has reason to aonbt it. What procedure do you suggest he should adopt in 
order to satisfy himself whether the claim of all these dependants is justified F 
A , — I have suggested in reply to question No. 43 that the employment of 
non-official Assessors and Commissioners might prove useful as a cheok on 
evasion. 

Q . — Do you think that the income-tax payer would like that non-official 
Assmors should know all about his income and other affairs}^ 

A , — My little experience shows that there would be no difficulty in obtain- 
ing information on this point. It is more difficult to know' how much income a 
man gets, because it is kept secret, but the number of dependants and child- 
ren are very well know^n. 

Q . — ^To whomP 
A . — ^To neighbours. 

Q . — But you cannot always c€>-opt a neighbour in order to discover every- 
body’s liability to incom€»-tnx. You must have a standing committee of non- 
official people. That comiiiitiee cannot know the family circffliiaiances of 
everybody liable to income-tax. 

The President, Q, — Would you allow him to claim exemption on account 
of children whose births ho fails to register P 
A. — I wouldn't. 

Sir Percy Thompson, Q. — He does not have to register dependants at 
all. 

A , — I would not allow exemption on account of many dependants. I can 
understand that the word ** dependant ” is likely to be abus^. I would con- 
fine the word to very near relations, such as mother, daughter-in-law, brother*! 
wife or widowed sister. 

Q. — ^Don’t you think that in India, where practically every incomo-tax 
payer is married (it is not like ISngland where you find many uiimarrie*! 
people) and certainly bos a very large number of dependants, the best way 
of allowing for the fact is to have a high exemption limit P 

A, — In a way it is a compensation to such people, but still the justice of it 
is very rough. 

Dr, Paranjpye, Q, — Don’t you think it is a fact that even in our social 
system any man who earns a large incxmie has many hangers-on who call them- 
selves dependants and that you should discourage exemptions on account of 
such dependants? 

A. — It has its evils, but it has its good points also. I would not cortainlv 
discourage the communal ideal according to which the joint family is organised^ 
Sir Percy Thompson, Q, — You would restrict the allowance to wife, chil- 
dren and near relations? 

A, — That is so. 

Q , — In your view could such an allowance be administered without dua 
inquisitorial enquiries P 
A , — I think so. 

Q , — Do you think the privileges which a limited liability company get are 
sufficient to justify a differential rate as compared with persons and firms in 
the matter of corporate finance and limited liability P 
A.— I think so. 

Q.— Supposing you did not exempt agricultural incomee. would it not be 
very difficult to earmark the portion of the income-tax whico is derived from 
agricultural profits and allocate it to Provinctal Oovemmehis while the rest of 
the income-tax went to the Central Government? 
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do not tliiiik 90 , beeauM you cmn drav tlio same diatiiicfcMm boliweflii 
nCMCMi^ciilUiral and agneoHora] incomei a* you can between judicial and 
fsenera] ttampi* I quite realise that Uiere would be some amount of difficulty, 
but the classes of agriculturists and non«agricu!turists are rery clearly markiM 
in India. 


Q . — ^Are you going to tax the cultarator as well as the landlord? 

A.— I wonH tax the cultivator below a certain limit. I allow for an ex* 
omption. 

suppose you would take the present limit of Ils. 2,000, 

A. — 1 have said that since profits from land are peculiar in character 
exemption limit in the ease of agricultural incomes will have to be very much 
lower, say Rs. 600, 

Q . — In question No. 69 you are asked if you agree witH the estimate of the 
amount which would be derived from the taxation of agricultural incomes. 1 
•do not understand your answer. 

A, —My answer to that question should be read in continuation of the 
reply to the previous question. 

Q , — Bo you would advocate keeping the present limit of exemption at 
Bs. 2,000 P 

A. — Yes, because I believe that the lower classes are being taxed in a num- 
ber of ways. 

Q. — ^Yo&^ say that there has been some improvement in the methods of 
assessment and collection, but there is need for more. Can you make any 
concrete suggestion for the improvement of the administration of Income-tax P 

A. — You might have non-officials associated with the work. 


Q , — How are you going to get your non-official? Let us take the city of 
Calcutta. What sort of people would you get for your non-official CommitteeP 

A. — For each class I would certainly have a dilferent non-official Committee, 
because at present a good deal of jealousy exists between members of the same 
profession which may be utilised for getting accurate information. 

Q , — Would you have a different committee for each class of tax-payer P 

A. — Yes. I think that will conduce to greater efficiency. 

Would you pay them? 

A. — I would not. I would only pay them a small amount for attendance. 

Q. — Supposing you paid them a small amount, do you think you would get 
the right class of people to act in this capacity? 

A. — I admit there would be difficulty. 

Dr, raranji>y€, Q, — Would you pay them the same fee as is paid, for 
jnstanee, to the Director of a Company for attending meetings? 

A . — Yes. 

Sir Percy Thompson, Q , — If you are going to have a different Committee 
for each class of tax-payer, would not the administration be rather expensive P 


A . — The expense would be justified by the greater yield which income-tax 
will bring in ; at present income-tax is evaded. I belong to a commercial city 
and I know that very many people who are earning more Hian I do pay 
less than myself. 

Q , — ^Tbe arguments we have heard as to the methods of assessment and 
collection show that they tend to become more inquisitorial. 

do not see how that can be helped. 

O^^Wowld you, in order to make the collection more efficient, advocate 
making them more inquisitorial still? 

A. — ^To secure justice for the State, I would not mind this being done. 

Q , — There is a point at whidi inquisitorial proceedings become a nuisa&oe. 

A.— I know people resent it very mudi; but they would get used to it 
in Qourse of time. 



The FresUtnf, not tout butt miteme ot tb# mmm to quootfoii 

No. 41 rotbor cbairory to the foctf Ton tngteti ihot Oovorniiiotit iiimMiti 
ond omploycuo of ccunponiot oro at o special mtadvaatago and tbMotoiro tlitx 
should bo taxed at a lower rate. 

.4. — ^That is done in Italy. 

Q. — You say that publicity might chock frauds on the State, but it may 
also induce vain tax*payors to ruin iheniselvefi. Do you think there is any 
serious reason for making this statement f 

A, — Some pleaders who wish to gain reputations and some dootora too do it. 

Sir Ferry Th&mpson. Q . — What do you mean by your reply * yea ; except 
in abnormal times * ? 

.4. — I think tax-fnH> jieeunties are open to the objection which the Corn* 
mittee has mentioned, rir., that rich people escape part of their taxation to 
some extent. At the same time, I know very well that in times of war 
or great national emergency, when large sum# of money have to be raised, 
some induc'ements have to l>e given to |>eople. The ne^s of the State are 
paramount. 

The President, Q . — I see that you recommend an excise on aerated waters, 
candles, coffee, patent medicines, perfumery, )>otrol and tobacco. Is sufficient 
use being made of oaiidlcv to make the imposition of a duty worth while? 

A . — That is my impression. I may Ijo wTong. ^ 

Q . — Hoar a'oiild you roUe<'t an excise duty on coffee? 

.4. — 1 am not very well informed about this; so I would not press this 
point. 

, Q. — You have no definite scheme? 

.4.— No. 

I>r. Paranjpye, Q. — Now' that you are mentioning coffee, may I ask 
whether you w'ould «dvcK‘ttte an excise on tea? Tea in largely* cs>UKumed in 
this country and probably it is more amenable to administrative measures 
than coffee. 

.4. — I w'ould rather not. Tea can be a substitute for drink. 

(>. — 8o is coffee. An excise on iroffee would liit the Southern Pr<'sideficy 
while one on tea w'ould hit Bombay and the Northern Provinces. Don’t 
you think the consumption of tea should be discouragetl ? 

A, — ^Tea makes our stomachs rather leathery; but it does not do much 
harm. I W’ould rather encourage it as a substitute for drink, 

Q . — But dfjes tea starve as a substitute for alcoholic drinks? 

A, — It might in course of time if we pursue an anti-alcohol policy. 

The President. Q . — You suggest a tax on sales. Do you think it is a 
practicable scheme? 

A , — ^I have not studied the details, but I find that it w'oiild Ik^ a very 
profftable tax. It is levied in Canada and other countries. 

Q. — You say that the one anna duty on chec|ueM should W either reduced 
ta one pice or abolished altogether, as has been done in France, to facilitate 
banking in this country. When was that done? 

A. — ^Recently when ffle franc was falling. 

Q.-*la there any reason for aboli^ing it in this country P 

.4. — ^There is a special reason for doing so. I consider that the one annt 
stamp on cheques is heavy. It prevents many people from having a bank 
ing account. Wlten I was drawing a smaller pay, I used to feel it a burden. 

Sir Percy Th^mpMon, Q . — How can you remit money by post at a cheaper 
rate? Suppose you have to make a payment out of Calcutta. If yon 
hawen’t got a banking account, you will have to do it by a postal order 
or money order. Won’t that be more expensive than a cheque? 

A . — ^Most of the payments would be in the same city. If you eonsider the 
luoomisa of those toeing bankfng accounts in England and compare it with 
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Ijlbot# who nhottld bo onoourogod to koop hoiUdiig moofmuU hoiw, yoo would 
Ibid that tho hurdoii of a one penny <nr two penny stamp in England ie vety 
mnch less than of one anna in India. 

Q . — ^When it waa put up in England, it resulted in a good many more 
people keeping banking accounts. 

A. — ^The cm of England is different from that of India. I do not think 
people will giro up their banking accounts there. It is so ingrained in the 
Englishman’s habits. Here the step is suggested with a view to encouraging 
banking in India. You may make the duty nominal, say, corresponding to 
the cost of post cards. 

The President* Q * — ^You think it legitimate that Okifwminent should make 
a profit on registration on account of the other services it renders. 

A. --Yes. 

— ^You say that land revenue is neither a tax nor rent; it is simply 
Indian land revenue — a complex result of historical traditions, local customs 
«nd the desire of Government to raise as large a revenue as the people 
would hear; without their questioning its reputation for enlightened |;enero- 
sity. You further say that a State which raises revenue on a socialistic basis 
must bo prepared to discharge corresponding socialistic duties towards its 
•ciiiaens. l>o you find a large amount of State socialism in India P 

A. — Yes, there is. 

Sir Percp Thompson. Q. — ^Let us suppose you are an agriculturist and 
you own some land. You pay land revenue on that land. I am a barrister 
'Or doctor, 1 do not hold any land and I do not pay any land revenue, but 
we both make the same income. Are you going to call the land revenue 
which you pay a tax? Suppose you make Rs. 4,000 and pay Rs. 400 by way of 
land revenue, that is, you make a net Rs. 3,600. I make Rs. 3,600 out of being 
a barrister. Are you going to treat the Rs. 400 as a tax on your income P 

A.— Yes, but I won’t consider the burden to bo so great as the burden 
♦on tlie barrister’s income. I would not place him on the same level. 

The non*bh Sordar Jogendra Singh. Q. — Don’t you think that land 
revenue has a better claim to lie called a taxP 

A. — I call it a tax. 

Q . — But you again recommend thai^ agricultural incomes should be taxed. 

A. — 1 know there are a large number of people who, instead of putting 
ttheir money in stocks, shares and securities, invest in land and when th^ 
do so, they expect a return of 5 or 6 per cent. When they calculate it on 
agricultural land, they make full allowance for the money which that land 
would pay to Government. Suppose I have a lakh of rupees, I have two 
options. I may either invest it in jute or tea shares and get an income or 
f may invest that one lakh in buying land, say permattently<oettled land 
in Bihar or Bengal, lu fixing tlie value of the land, 1 would take into 
♦oonsideraiion the burdens on that land and amongst the burdens 1 would 
indode land revenue. I would consider whether I am getting 5 or 6 per 
cent, which I would get by investing in jute or tea shares. I pay income»-tax 
• on the shares while I escape altogether by investing on land. 

The President. Q . — If you get the same retnrn from both, then the 
tnoome from land is just as liable to income-tax as tho jpicome from stocks and 
Glares. 

A. — At present it is not, I say it should be. 

l>r. Paranipye* Q * — Suppose you invest in jute shares and you get a 
treturn'of 6 per cent. You pay oneeixth of that as incon^tax, so that your 
Tfiet return is 5 per cent, l^at would happen if capital were perfectHy 
.mobile, is that on investments in land you would only get a net 6 per cent. 

A.— No. As a matter of fact, they make all deductions; you really get 
^ per cent. 

Q . — They make deductions in both oases. In tibe one case, th^ would 
make allowance for the fact that income from lanA 4 absolutely net; on the 
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other hand, in calculating income from tlie jute sliaret, they would take 
into account the fact that the dividend they get is liable to mo(iiiie«*tax. 

A* — No. They do not calculate in the way you suggeet. Whiwri they iiiveet 
w )ute ahares, they do not make allowance for incomfKiax, but in investing 
in land tliey do. Land gives them a greater social prestige and from land 
set other sonroes of income also^ besides the 5 or 6 per oeni, which they 
get. That is why in Bihar ^ where all the savings are in land, they escape 
taxation altogether* 

The Hon*ble Scirdar Jogendra Singh, Q. — But if the same capital is 
invested elsewhere, it hrings in o per cent, and that 5 per ewnt. will be 
liable to income-tax. That is your poinif 

*4* — Yes; in the one case he escapes taxation and in the other case, he 
is liable to it. 

Q . — Would yon e.vcinpt from income-tax incomes bringing less than 5 per 
cent. ? 

4.— Yes. 

The President, (f. — Arc any exemptions to l>o iniide in the income-tax on 
the ground that the iiKoiuc from capital is lou'cr or higher than a particular 
figure? That is what your previous answer comes to, 

4. — No; T do not make exemptions on that ground. I make exemption 
In the case of a cultivator who works w^ith his own hand. ^ 


Dr. Paranjpye. Q, — With regard to question No. 101, y<>u say ^ such a tax 
may not he quite effective. I think subdivision beyond the economic stage 
should prohibited by law *. Do you want to change the Hindu law? 

A. — 8(K)ner or later, it will have to Ik* d<iiie. If not now, at least 50 
years hence it wdll have to he done. 

The Pre,iulent, Q . — In answer to question No. 105, you say * The rates 
for royalties should lie iiuTcused and income-tax on royalties should he levied 
at a higher rate than that levied on ordinary agricultural income, sinw 
royalties include not only rent hut payments for tlie contents of the soil 
actually removed by mining; or a special minerals exploitation tax may Iw 
levied *. How would you impose the tax? Have you any idea on what basis 
you should arrive at this tax? 

— In Bihar and Orissa I would impose a small amount for every ton of 
tnineral matter w'hich is mined from the mines, 

— W^bether it is the Government taking a royalty or a aainindar? 

4. —Yes. 

Q.^Wou\d that be your sole tax? 

4. — If that tax is levied, I won’t press for tlie others. 

— Ig it in addition to the existing royalties or in place of them? 

4.— In addition to the existing royalties. 

p.— Would not that hit a man working at a loss? One man may make 
heavy' profits; another may be making both ends and a third may be working 
at a loss. You charge tliem all at a flat rate? 


4.— Yes. 

p —Would not that result in the closing of some mines? 

— ^It will encourage efficiency of work. 

9*— But does not the difference often He on the different quality of the 
tnineral? 

In order to avoid that possibility, I levy a very low rate. 

Sir Percn Tkampsan. ^.—Taking, for instance, coal, la imt Uw amount 
of rovalty limited by this fact, rix,, that you must not raise the cost of 
prodi^ion for coal to a figure higher than that at which it can he imported 
from foreign countries? 

4.— Yes. 


H 



not tlmt figure been neerb* readied in the case of coal in tbia 

ccntntry ? 

A. — Yea, in the c«*ke of coal; but not in the cage of other minerab. 

Q , — What about iron? 

A,^l do not think it has been reached in the cane of iron. 

Q . — Apart from the duty on iron, it can be imported at a leag rate than 
it can be produced in this country. 

A. — ^That IB my reason for levying the tax at a very low rate. 

J>r. Pamnjpye, Q . — But would you rather levy a tax on the net profits 
made by a concern? 

A. — Perhapg that miKht lie better. 

The Pre»ideni . Q . — Would it not be Ijotter utill to cK>nibine the two? 

A. — Ycj*. 

Q . — May I come to i|iiegtioii No. 107 P One of the items of property that 
etMtape taxation almost entirely in this country is non-agricultural land. Is 
it not? 

A. — There ig the house^tax in municipal areas. 

Q . — That is very low'; and generally speaking, in many towns it is not 
levied at all and if it is levied^ it is levied on the house and not on the 
land. Is it^not a fact that one of the sources in this country that escapes 
taxation is land used for purposes other than agriculture? 

A,— Ye>(. 

Q.-— And you would make * house-tax and the tax on site imperative in 
all municipalities * P 

A.— Ych. 

Q , — That would to a certain extent remove the inequality? 

A.— Yes. 

Q, — And you don’t think that municipalities will ever levy these. be<‘auj)4e 
you say that * the landlords and merchants are mo strongly entrenched in the 
local bodies that they reaist all attempts to impose taxation for the benefit 
of the poor ’ P 

A. — Yes. I cfiuld speak from personal experience also. 

Q . — What sort of rate would it be fair to impose, having special regard 
to the fact that there is no other tax on this non-agricultural land? 

A. — Cfenerally, the rate is fixed in the Government Acts, So far as Bihar 
and Orissa is ctHicerne<l, the rate fixed for niunicipalities is 7i |>er cent., 
the maximum for the Patna municipality being 10 |>er cM»nt. 

Q . — Is it not extraordinarily low? 

A. — I think it is low; but these toarus are rather backward and the 
house-tax does not ncc'essarily fall on the rich. In many cases it falls on 
the pfHir, biH'suse it is customary for a poor man also to own a house in 
these parts. It is a sign that a person is eligible for marriage. It is a 
qualification for a man who wants to marry his son to possess a house of his 
own. If he has no house, it would not be easy to secure a bride. So it is 
not a tax on the rich only but a tax on the prior also and therefore, it should 
not be made heavy. 

— You say in another place, * In India we are faced with the melancholy 
problem of breaking tlie vicious circle el a low expenditure on development 
and ills cause as well as its consequence— disease, ignorance and poverty \ 
Ts it not in the municipal areas that we want to begin breaking up this 
vicious circle? 

A. — But my contention is that in these small backward towns, the yielil 
from house-tax is not very g^t; and I am very keen that the resources of 
the municipalities should he increased by this Committee. 

ij . — Would you put a tax of 10 per cent, on the landholder? 
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A, — Yes, I do not wunt thiit the landholder should aacape taxation. At 
the same time I do not want that the pew man should escape it also. 

— You think that all loc*al aas^essinents should be carried OH by inde* 
pendent oSt'ers under a central control? 

A, — Yes. 

Q , — Because you say it is welhknown that the houses of municipal coun- 
cillors, their triends and relations, are under-assesHed ? 

A. — Yee: I knoa* it. 

Q . — With reisard to question No. 120, you a’oiild tax agricultural incomes^ 
motor cars. |>atciit incHlicines and also betel leaf and areca-nuta? 

A, — Yf?s; a tax on the fs;i«-sellers may he imposed as a part of a general 
tax on irrofessions. trades and callings. 

Q , — How do you do it? 

.1. - The nisn who |»lics the trade will have to take out a Hooiise. 

Q , — With regard to the tobacco tax, you hare selcK^ied the fifth item given 
ill the questionnaire, that is. by <-oiitrollt«g all dealitigs subsequent to the 
initial sale by the iMiUiviiMir to the maniifartiirer and prohibiting sale ex- 
cei>t in packages bearing a revenue stamp. The difficuVt^v aliout applying 
that scheme in this country is firstly the enormously wideapreePtf and petty 
cultivatioti ; stK^iiidly. the fact that the hulk of tiibacxro is not manufaoiured 
at all ; thirdly, if it is manufactured, it is largely manufactured as a cottage 
industry. It has been suggested to us that we should adopt tliis syufiem t you 
M»ll by auction the iiioiiopoly of vend for a spocihed area. Couple with that a 
strict limitation of private poeseitsion, say 2 lbs. per head ; and you should 
excise factory made cigarettes. You should make all dealers or exporters take 
out a vend license, so that your cultivator, when he has got his crop ready, 
would have the option of selling the tobacco to the monopolist of his own area 
or to the monopolist of another area or to a licensed trader or c^xporter ; and 
your monopolist would be interested in preventing illicit sale in the protection 
of his own monopoly. Can you give ua your opinion on that? 

.4. — 1 cannot give niy <ipiiiioii off-hand. But it ap|iears to be ressonable. 

Jh\ Vamujiriff , Q . — You op|M)Ne death diitie**.*’ 

A . — Not in the alistraot. Wiieii Uie time cotufa*, we i^ari have them. 

Q. — You know that in the caeo of Chriatians they have to toke probate. 
Do you agree that these succession duties are theoretically justified? 

.4 . — ^Yes. 

Q . — Your objections then are practical? 

A.— Yes. 

Tht Hen' bit Sardar Jagendra 8ingk. Q.— What is the iheoreiioal Juati- 
fication for any tax? 

A. — If it satisfies tlie canons of taxation. That is, if it is equitable and 
so on. 

Q , — You take the canons of advanced countries. Do those oonditions 
exist in India? 

A. •-'That 16 why 1 oppose the death duties. 

The President, Q , — Do you distinguish between the canons of toxation 
applicable to one country and another? Are not they generally applicable to 
the whole world ? 

4,«^Yes, in a way. But all canons will have to be iqiipliad with snftaUe 
modifications haring regard to the peculiar circamUnem of each country. 

Dr, Paranjpye, Q* — Yon seem to agree wtUi Sir James Stephen. But 
does not Uiat ohjecuon apply to all countries where the death duties are 
levied even with greater force—eepecially in oonntriee where there la no 
joint family system? Because in the joint fasnily syatem, tl)^e would he 
some other grown up members of the family to look after the famflyy whereas 
in other countries if the earning member dies, probably it la not quite so 
likeJy that there would he a grown up asmober to look after ^ famil:^ 
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So that the objection, if it applies, applies with eren greater force in oilier 
countries where there is no joint family system? 

d. — ^Yes. 

Q«-j-Theii yon say ' The tax hesidee hairing the tendency to dmntegratw 
the Hindu joint family will be specially inequitable as its inddenoe will be 
largely communal in character’, I agree that it would be communal in 
charader. But 1 want to put it to you that it would be rather more* 
farourable to the Hindus than to others. 

A . — do not see how. 

Q.— Suppose there is one Hindu and one Christian. The Hindu has pro* 
perty which he has inherited from his ancestors worth a lakh of rupees and 
the Christian has property worth a lakh of rupees. The Hindu has got 
two sons and the Christian also has two sons. Now, when the Hindu dies, 
the sons will inherit the property. Each inherits only one-third of the 
share because as soon as they are born they get a share of the property. 
So then during the lifetime of the father, the sons were potentially in 
possession of two-thirds of the property. At the father’s death, only on€»-third’ 
of the property passes to the sonsj so that if death duties were to be 
levied upon the share left by the Hindu, it would he on one-third of thw 
property, “fhe Christian, on the other hand, will have to pay duty on the 
whole of the property; so that if the duties were to be levied in this manner 
on the amount of property passing on death, the Hindu would certainly be 
at an advantage. ! 

A. — ^That would not be the case with self-acquired property. Again, I do 
not know whether duties are levied in that way. 

Q. — ^This is the method that has been suggested to ua by some of the wit* 
nesses; and in that way the Hindu would be at an advantage. Do you agree 
there? f ; 

A . — I agree, if that is the method to be adopted. 

0. — Now, suppose you charge the duty on the Hindu just as in the ease 
of the Christian. Would you charge the duty on tlie whole property? Now 
the sons have a right to claim partition at any time they like; so that if 
these death duties were imposed, there would naturally be a tendency for 
the sons as soon as they come of age to claim partition. 

A. — No; I do not think so. 

Q , — ^It may he a matter of agreement in order to escape. At any rate the 
sons have a right to claim partition at any time. But in the case of the* 
Christian they have no such right. In any case, if there is any advantage 
at all, it will be on the side of the Hindu. 

A. — It may be so in the instance you have given. 

Q. — Now, I want to know how it would be communal in character and how 
it would hit the Hindu hard. 

A, — In practice these suppositions won’t be realised. 

— Under what circumstances it would hit the Hindu hard? 

A . — If you introduce the principle of graduation, the fortune of the whole 
family would be taxed at a very high rate. 

Q.^Eegard the Hindu family exactly as a^ Christian family. Tax the 
whole property on the death of the person. If it is a joint family consistiiig 
of three members and if one of the brothers dies, tax on one4liird of the 
property. 

A.~The]i there will be this difficulty. It will tud against the solidarily of 
the Hindu joint family. 

Q.^You are a Hindu and I am a Hindu; do you find many cases of 
memboni living togidhier after the death of the father? 

^ A.*^**In these days the family is disintegrating. 
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Q , — Do you find any a|>proctable numlM^r of cmm in whioli first couaint 
only live together as part of the family P 

A . — There are many in Bihar and Oriaaa and in the United Provineea. 1 
hare myself got many friends — ^first cousins living together as members of a 
joint family. Take the case of Bbiipetidra Nath Basu in Bengal, for 
instance. 

Q , — But auppoae the highest member of the generation dies. At the moat 
two or three brothers of the highest generation are living together. la not 
there a tendency for these families to divide up after the death of the oldeat 
ancestor ? 

A . — Of course there are gcHnl as well as hatl pfttnts. 1 know of many caima. 
There was one man, a Dy. Government Advocato in Bihar and Orissa, 
He fell ill and he had to undergo a very expensive treatment. His first 
cousins supported him and lie is very grateful for the joint family and ho 
says that hut for the ioint family he a'ould have dieil. 

— Tn a case like that all that is intended to 1 h* taxcfl is his portion only 
in the family property which he would have got if hi« family had been parti* 
tione<l. 

.4. — You doirt answer my ohjec^ioit. You are by law dMroii raging the 
continuance of the solidarity of the joint family. In many joint faridliea even 
the share is not estitnate<l. 

Q . — Any pleader can find it out in ten minutes. 

.4. — They go on like hrothera and don’t set^ the necesaity of counting 
the aaseta. Once you introduce this ayatein that paychological division may 
lead in (‘otirse of time to a real division. 

Q , — Whether it a*ill be a communal tax or not, what 1 want to any an it 
will after all help tho Hindus and won’t be a hindrance. 

A , — I do not ex|>ect that your siippcmitions will lie realistHl, 

The President, Q. — What is the other alternative method by which tho 
tax w’ould not be to the disadvantage of the coirimuuityP 

.1. — Dr. Baraiiipye’s M'hcnic applies to anc't^Htriil property. What aliout 
self -acq ti i r e<l p r <i j K*r t y ? 

Dr. Paranjpye. — Anybofly can do ns he likes. If you and your brothers are 
living iogedher with joint nm'estral propc^rty, your amount is your own unleaa 
the family has paid for your education and if at all you are alive to your 
interest and if you find that your earning is far more, you probably would get 
a real separation of your interests so far as your private earnings are concerned. 

Dr. Puranjpyf, Q , — The state allows the accumulation of propc^rty and 
allow's its passing to your heirs without any troiihle on account of the pmeo 
and order it maintains. Therefore is it not entithHi to a share? 

A . — I do not say that tlieoretically that tax is unaound. 

Q . — When we are talking of piuhiiig our taxation as to fall more on 
the people who have broad enough hacks to In^ar it. ilon't you think it is a 
fair way of taxing the rich especially when ihc*y build up fortunes by wdiid* 
falls A man gets property by simply being Imrn into it. lie haa not worked 
for it. 

.4. — It might be suitable to Europe but not to India. There are 
difficulties. 

The Preskhnt. Q . — Can you tell os what they are? 

— You w^on’t be able to form a proper estimate of the wealth left by 
a particular person. I have mentioned that in the cane of jewellery tiie 
difficulty is insuperable. 

Dr. Paranjpyt. Q.— Even ia Efiglud it is insuperable. 

— ^Xt is specially so in India because of the Purdah. Wheii a man wants 
to bectane a bankrupt be converta hia money into jewels. Bimilar^ it ia 
possible for him to evade death duties by eofiTerting money into Jewsb. w 
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The Hon'ble Saidar Jogendra Singh, Q, — ^Would yon wait till yon get 
full control orer the finances P 

A , — 1 would not wait for that ideal before undertaking expenditure on 
developments. 

TJr, Paranjpye, Q. — Aaanming that condition ia aati&hed and the public has 
got very great control on the spending of the imperial revenues, then do you 
still object to the death duties. 

.4. — Tliere are practical difficulties. 

The President, Q, — Will you tell us the difficulties? 

A , — First there is the difficulty of assessing the property. Hecoudly this 
duty is repugnant to iho feeling of the i:»eople. It will he €*xtreniely un- 
popular. 

Ur, Puranjpye, y. — That has been so everywhere. 

,4.— Well, this will l>e more unpopular here. It will lead to evasion and 
corruption 

The President, — Can you evade it in the case of land? 

A.— In the case of land it cannot be evaded. But death duiie*^ will 
heavilj* fall oW the landed classes. In England the inroads of death duties 
are euaily remedied by the successor adding to the fortune. They <*ngage 
in commerce and huainess activities and make up for the lost amount. It 
is comparatively easy in England. 

You have observed that estate*;* have been sold in England. 

.4. — You can preserve them much more easily in Eiigiand than in India. 
The landed classes are backwuird in India. 

Sir Percy Thontf^son, Q . — Death duties in the pre'-ent i\>rm were br<*(ight 
in by a Liberal Government and strongly opposed by the Conservative party. 
Very much the same argunients were used against them on that occasion. It 
was said that it would be uiipopular, very difficult to administer and variouH 
objeetioiis <in the lines that you are taking were urgcnJ on the occasion. It was 
brought in, it is being constantly increa.sed and the last im rease was by a 
Conservative Chaiu*eIlor of the Excheejuer in 1020. The same arguinenls u.sed 
by you tvere used then most vehemently. 

.4. — England is very much more advanced than India. l;i F^iighnuJ tax 
h paid more cheerfully than in India. Tlieoretically 1 do not consider death 
duties to he unstmnd. 

Ur, Pttninipye, (,h — Don’t you think that in the case td adoption a hoy 
belonging to a p<K>r family by a windfall <Kimes into po.ssession of lakhs. 

A.— You look upon it as a windfall; hut adoption is a sacred custom , The 
son is regarded as a real son. It after all de|>ends upon the way in which 
vou look at things. 

The President, (f , — The income-tax and suct'ession duties if levicnl should 
he given periuanen<*y and you lay great stress upon that in the case of Bihar 
because it is an agricultural province wulhout adequate land revenue and an 
industrial province without an income-tax. You have a mean.s of remedying 
it by imposing this. But you object to the latter on the ground of psychologi- 
cal obiectipns and you propose that the province should live on its neighbours. 

A, — Xo, I do not think so. 

— ^You my that this should be made good by subsidies from the Central 
doternment. You say that Bihar and Orissa is heavily handicapped in the 
race with other provinces as besides capital undertakings of the usual provin^ 
eial character it has to h nance the ordinary requirements of S4 millions of in- 
habitanta from a scanty income of about six crores, which It is not able to 
incrjMiae In spite of the fact that it possesses the richest minerals and land in 
India. In other words, the salt tax levied in other parts of India is to fill 
which might be filled by the succession duties in Bihar and Orissa* 
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A.— 1 do maintiiiti thftt India && a irhole haa a duty to Her backward parts. 
A certain minimum of education and ^atiiiation should lie enforced. 

Q . — Your reasons for this pro%*ince being backward are that an undue 
share of wealth i» going to the landlords and owners of mines and yet >t>u 
refufie to take back a pi>rtioii of national wealth in th^« shape of death duties* 

A. — Every duty has to Ih* ctinstderod on its merits. It may b#* sound 
from one point of view. From this point of xww 1 would have death dtitie!i. 
But there are other objections. Agrtcultural income might be taxed in Bihar 
for the development of Bihar and the Conuuittee may retTomiuend a minenil 
tax in Bihar. I wcuild certainly not object, 

Q . — You prefer a tax on agriculturBl income to death dutii>sh 

,4. — I would c'onsider the first altertiatire preferable. 

Q — Would that Ik» any bretich i>f the {leminnent »ja*ltU»ment ? 

.4. — It han iK^en objected to on that ground. But I don't think the 
objection is valid. 

Q . — Your olijiN tions are the objectiotTH of the Conservatives in IB94? 

A. — Yea. 

9- — \oii refer to the Australian method of divitling the inyjgne.t * ?i C ' ^ 
you tell u« what those (iriiiciplea sreP 

.4. — Rec^»ntl5* tliere was diHagrtKunetii In'twecn the provinceji and the 
Commou wealth Gov eminent. They were not able to arrive at a final under- 
standing. 

9 ~*lt w'a« decided that the «iiiiialler iiHNUues Dtboiild go to one and the 
larger incomes shoiihl gti to tlie other. 

A •—Yen. 

Q . — You agree that life i nature ne'e should he u Btnte monopolyf 

A. — Yes, 

Q — W^ill that not l>e unpopular F 

A. — No, arhy should it beF Of murse, any measure of State aetfvity will ba 
unpopular with those classes that are adreraefy alfeetod. 

Q — would not l>e unpopular with the people who have taken out policies F 

A. —It would he very popular with them. I myself would go to the post 
insurance bi^aus^ the rates are cheap, the security is first class and 
the administration is very suf'Cessful. 

Q. — Are you in favour of tuonopolteii of niaU^hes and playing card%? 
Would it interfere with concerns making matches locally. 

A.— V'es, they might lie hfiught out by the State. 

Q . — Is there any local manufacture of playing cards? 

4. — I do not think there is much. The importation of playing cards 
might he prohibited. 

Q, — Is it not simpler to levy a heavy custom duty? 

A. — am looking at it from the point of view of profit only* 

Th€ Hon*bU Sardar JoQfndm Singh, Q . — You believe in protective 
tariffs? 

A.— Yes t 

9- — ^Fcr protecting industry and raising revenue? 

A.— Yes. 
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Mr. G. S. HARDY* LC.S.t CdDeclor of Cuttoint* Calcutta* 

was axamiiied. 

Written memorandum of Mr. Hardy. 

The form of our iarilT whodiile follovi'H the general line.s of the tariffs 
impOfKKl by roniiiriea a»hieh have adopted a general tariff for revenue rather 
than protcK'tijjp purpo«6M. Protective. tnriff8 for ti e iiiosi part connote the 
tinposiitori of a largo n unifier of different ratea of duty, and necessitate the 
detailed K|>ecification within the tariff of the various articles involved. For a 
revenue tariff under which the majority of articles are at one general rate 
of duty, the usual practice is that exemplified in the Indian tariff which 
merely defines liroad groups of articles. With a protective tariff the settle- 
ment of doubtful cases is achieved by elaboration of the tariff scrhedule itself* 
With a revenue tariff, quest tons of classificatioii as between two groups bear- 
ing the same rate of duty arc^ often of purely academic im)K>rtance. and 
their settlement is achieved by a series of rulings not einhmiied in the 
schedule itjuelf and not immediately puhlishwi for general information. 

2. Ill the Indian Tariff of 1894, the principal exi^^itions from the general 
rate of duty vrhich was then 5 per cent wore that certain well-defined groups 
bore specufir duties: that certain less well-defined groups were admitted free: 
and that a further and still less well-defined series of groups, including ma- 
chinery and iron and steel required for industrial purposes, were assessable 
at 1 per cent. A series of iKirder-ltne coses between this last set of groups 
and various other manufactures of iron and steel arose in the ensuing years* 
and a conHiderable body of what may be called case-law came into existence 
as a result. This typo of case naturally gives rise to a large amount of 
work in the Custom House, but that in itself constitutes no argument against 
the imposition of differential rates. But for the merchant the matter is 
more serious. He may have tendered for a contract and find his eetimate of 
cost vitiated by a wrong assumption as to the duty payable. The discussion 
of disputed items inay involve delay in the clearance of his goods, with loss 
of business and demurrage to pay. Further, the rigid interpretation of the 
law may result in a patent inequity in the treatment of two very similar 
articles, 

8. Recent developments of the tariff have greatly magnified these diffi- 
eulties, and I will first touch on the general group of iron and steel manu- 
factures. In 1894, there were three possibilities in the assessment of such 
articles. They might be free or they might pay either 1 per cent, or 5 per 
cent. Th^ rates were, however, sufficiently low to render the difference a 
matter, very often,, of trivial importance to the merchant, but now that they 
are so much higher differences cannot be so freely n^lected. Matters have 
been ooniplicaied moreover by the action of the L^illative Assembly in 19^, 
when they agreed to the raising to 10 pe^ cent of what in 1894 was the 1 pew 
cent group, with the important exception of machinery which remained at 
8| per cent. It is now possible for a steel article to be imported and for the 
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importer to be urtcertain until ho has produced it for examination at ill# 
Custom House, whether it will be assessed: — 

^ti) free as a conipononi part of manual uiaeliinery, 

yh) at 2i iH»r cent as a ciiinpanent part of power machinery^ 

(f) at 10 p€»r cent as structural iron or stiH?!, 

tif\ at 15 per rent ns hardware, or 

it) at one of the various protectiv© rates of duty. 

Leaving out of account the protoctive duties. I am in favour of having tbeso 
diifereums eliinitiated as far as possible. Much w^ould ho (HH^urred in this 
direction if the Government of IndiaV original proposals of \922 were adopted, 
machinery thus becoming dutiable at 10 per ct?nt. 

4. A further class of dulu^ wdiich have given a conhitleral*!© amount of 
trouble are the so-cnlled ** luxury ’* duties imposed for the first time at 2i) 
per cent in 11121 and raised to iH) per cent in ll>22. Many of thoKo rtdalo to 
ilUdefiried elosst^ of goods, and one of the inoHl iroublemiiite is the heading 
which includes inaiuifaotures of silk. A Rill now hefon* the Central t^gia* 
lature proposes to solve some of tlit*se difficulties by putting a special ra^ 
of 20 JKT cent on f'crtain “ inixiMl fahrk's I do not. howevwr, regard thia 
proposal as fiirniNhing more than a very partial Holiition, and it niiiy give 
rise to even more glaring iiic<|uities than tlu» present tariff ns administered, 
Jf the ;K) per cent tarilf on silk is to Ih» niaintiitned the only ineihod, in 
my opinion, of dealing with mixed fahricis is that adopicMl in the Uni 
dtates where the .silk rate is applied to goods composed “ wholly or in chief 
value of silk A similar definition here, while involving some slight losa 
of duty. w*ould prendude uncertainty and eliminate disputea and would furihor 
avoid ineciuity of treatment as betw'eon highly similar article. 1 doubt, 
how’ever, whether the realisations from a IK) per cent duty on silk oxcetMi 
by as much as 50 i)er cent tlm amount that w»onld he realised by a 15 per 
cent duty. 

5. Other trouhlesoino items, both for the C>ustorn House and the importer, 
are Nos. 138, 140 and 141 of the statutory schedule. Books consisting chiefly 
of pictures, commercial drawings and photogrriphs. partly pictorial posters 
and ouanudled signboards and illustraUnl religious tnu*ts, are cxainples of 
border line casea under the* iUun 138. Metal rnatch-hoxf's and inaich-box 
holders, and comhituHl cigar and iatitnltis cabinets may f>e ciUtd under iUmi 140, 
and under item 141, toy-hooks, fcK>thall iMKits and jerseys, hoy-scout-s* kntvi«s, 
stop-watches, kindergarten appliances and go-carts t<j fit a large doll or a small 
baby. The last item, in partw nlnr, involving, as it does, the? heavy taxation 
of the children's Christmas Ktoc'king and Chrihitna^ trtH?. c reati^s annually a 
widespread irritation w hich is out of alt proportion to its value as a producer 
of revenue. It is very galling to the new pwir to bav'e to pay heavy duty on 
expensive prisscnts sent out to their children by welhintmiiing relatives at 
Home. To lower the duty on these throe items, particularly Nos. 139 and 
141, would involve little, if any, hiss of duty in my opinion. 

6. I am not in favour of any farther extension, of export duticM for reve- 
nue purposes. The hides duty, in my opinion, has ba<) a most detrimental 
effect on the trade. The cardinal objection Ui such duties from the adminis- 
trative point of view is the difficulty of satisfactory examination. Import# 
are all taken out of a steamer and can, within limits, be examined and 
deared at leisure. Exports, on the other hand, cannot be delayed without 
holding up the loading of a vessel, and it is never certain that a consignment 
which has been passed for export will all be shipped. Exports, moreover, to 
a large extent in Calcutta, and almost without exception in Rangoon, nr# 
flipped from lighters in tne stream where examination is a physical imjpossU 
hUity. Even now we are riitually dependent on the honesty of the trade for 
the proper ooUeetion of our jute and tea duties, and though It is satisfactory 
to be able to record that to the best of my belief these duties are being 
honestly collected, 1 am very averse to attemptiog a similar experiment in 
ether Uadee. s 
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7. An regards smuggling, 1 think it would he contrary to pnblio policy fw 
me to espretM^ any view m to the adequacy of the xTieagures taken at preaeitt 
or a» to the dei^irability of adopting othera. With reference^ however, to the 
particular cme of the ttnuiggling of opium into Burma, 1 hold the view^ that 
it ic» hound to continue m long aa there is the present wide disparity between 
me issue prices in Burma and in the Indian Provinces. 


1^. Hardy onJ evideiica as foDom s— 

The PreMt^enf, Q . — You are the Collector of Customs? 

A .—Yes. 

In tariff inntterK customs are under the Commerce Department and in 
the* mutter of ndininistralion under the Central Board of Revenue? 

.4." We do not as a rule com muni crate dirc^*t with the Coniiuene Depart- 
ment. The tariff interpretations come from the Financrc* Dcrfmrtinent and the 
Central Hoard of Revenue. In fact the C’ommerce I>epiirinK‘nt framea the 
tariff and th^/Fiiiance Department interpret#* and administers it. I do not 
knenv how* far the latter de|iartnieiit refers to the Commerre Defiartment, 
hut we obtain orders from the Central Board of Revenue or the Finauca 
Department as the case may be. 

The Tariff Board in so far purely an advisory iKsiy.*^ 

A .—I believe so, 

Q , — What the Committee is concerned with mainly is broad principles and 

not details. 

.4. — I thought the he«t thing to do was to point out a few |iossiMe diffi- 
cultiea in the way of ad mi nist ration. 

Do you think that great elaboration in the tariff is going to be ncKses- 
%nry in viea* <»f the recoiiimendatious made by the Fisral (*oinmissiou. They 
say ** any c'onsiderahle e.xtension of sfunuhe dutic^s or tariff valuations will 
Inevitably lead, as we have fminted above, to elaboration of the tariff. In 
any case we think that elaboration i« desirable *’ auid then they go on with 
the exafninatton of the tariff and say ** from this poini of view also, therefore, 
w<e must contetuplete considerable elaboration of the existing tariff distinctions 
and a considers l»le increase in the number of items 

d.—I think it necesaarily follows if you go in for protection, because if you 
are going to protect particular articles, you must l»e able t-o dehiie more 
elaborately than if your tariff is for purely revenue purposes. I do mu cpiite 
f#ee how going in for more specific duties would necessarily ela>K>rute the tariff 
very much. It is ulincist imiiossihle to apfdy u specific duty to aii artic'le which 
is not capable of clear definition. 

O,— You give one imtiiiK*e of the difficulties due to the ri^'ent developmcuits 
of the tariff and give us the case of iron and steel manufactures. 

.4.— Yes, 

Q , — You say that a particular article may fall under any of the five grou}>s 
you have mentioned^ and yc>ur recommendation is that these differences shouhl 
lie eliminated m far as |Kissihle. 

A ,- 7 -Aecepting the principle of protection, this will be impossible so long 
uf you attest to protect a particular manufacture and leave unprotected 
other simikir articles. 

Sir Ftrrit Thompson, Q, — Take, for instance, the 10 per cent duty on 
machinery which you suggest, would it not be objected to by the Bombay milb 
owners? 

think it would. But the propo^l wmn originally made by the 
Qiieminent of India when tihgy proposed raiaijig several items to 10 per cent. 

Assembly todk exception to this only in the case of machinery which 
i^ i iliiietl at 21 per cent, but they left untouched the other items. I ^ink 
thS* reg> ^lative Assembly possibly thought they were putting them all back 
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to 2^ imr cent, hut us a muttor of fuel thoy only toui'hiug oiio of tho 

aeForal mid forgot to imt back railway matariab» takgraph matertak 

and the vartoua tyfie6 of iron and steel. A« a matter of fact a great many 
tbing» are conipltcated by the proteittre taritf. 

Q- — You say that questions as between two groups bearing the same rate 
of duty are often of purely academir ttnportanre, and their"* sett lefiient is 
aebiev^ by a series of rulings not emlKslied in the schedule itself and not 
immediately (luMisbed for general tti for mat ton. What is the prcM^ess ohsi^rved 
in regard to the puHlieatioii of tlieM* rulings, are th#\v puhliKloHi at jtlli^ 

d. — Formerly, they did not take the form of formal rulings at all; there 
was merely a refere:uH9 by a Collector of Customs to the Government of India » 
to which they replied in a letter and probably sent copies of their letter to 
the other ColUHtorf*. Novi they take the form «»f ruling*-. They are not 
published, but periodically we compile these rulings in the Custom House 
Manuals. 

<?. — 1 have not seen a Tariff Manual here. 

A . — They are roinpiled in the Cttiitotn House hut most of them are for 
departmental use only. Very often they are coinpiUHl in such a way that 
part (d the context is left out and one cannot 1 h> sure whether the ruling U 
corre< tly interpret«H| ivithoiit referring to the original. 

V- — I think this particular ho4)k is issued for official use only iind there is 
nothing which the traders cun get}^ 

4 — I lielieve they publish one in Burtrin which is available for the use of 
the trade. 

Q . — The Central Hoard’s rulings and the Government of India's rulings are 
not published at present 

f/. — it Hilt de^i^i»ble that they shonld be 

.4.- '1 think if they wore gazetted, it will be advuntageou.s to the public. 

Q , — Then you say that the rigid interpretation of the law may result in a 
patent iiu*<|uity in the treatment of two very simiiur articles. Can you not 
he to use your discretion under the (bisioms Law}' 

.1. — I do not think so. but soiiif times we have to UMi* oiir iliscretion owing 
to the ijut that some of the dehnitiotis are so very vague. 1 have in mind the 
Civ^e of mixed cotton nnd silk goodie. Hitherto, it was left to the discretion of 
the Col U h tors ti> d^H ide the duties. A proposal now before the fjegialative 
Assembly will make the defiriitioti clearer a ml allow iia leoA dinrretioii, but it may 
lead to more iiuHpiiiy. The •iimplest solution, if the duty ih to remain, h to 
tolbiw the AuK Ti^ ;m imrthod and as.s 4 *sv at the .silk rate alt goinlh maiiUhictunMl 
wdudly or in chief value from nilk ^*. There would Ik* no difficulty in deciding 
w'hat was the “chief value*’. 

— Now to f"4UiH* iiaek to tiie machinery, one great difftculty yon find is 
tliat sometime?* the duty on raw' material works out higher than on the fini.shed 
article. 

A, — Yes. It may do when there is a protective tariff. 

Q . — That is only one of the difficulties to be tackled ^ 

A , — We no loiigt^r have the same diffi^ uliy in de< iding w hat are coiU' 
tionent paru of machinery now* that the definition has been altered. The 
Mac hiviery Conuiiittee, w hich sat almut the Iwginning of 1922, recommended the 
aheratiou oi the definition ol coiu|>oiieiit parts, 

(jf ^Yon have no longer tlie difficulty when a railway engine is iiu|#orted t»» 
f»ee whether parts ol it. like the pre^^ure gauge, are really component parts or 
not Y 

A ^—-Component parte of the machinery, M now defined, are such parts an are 

essential for the working of the machine and have lasen given for this purpow* 
aatne specual shaiM? or quality. 

— You take the case of pictures, toys, eu*., you would not allow a high 
duty on these? ■ 
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A . — I do not think the revenue on these items is considerable enough to 
meke it worth while to levy a high duty. It is possible that in the case of 
toys the gain to the revenue has been larger than in some other items. We 
get a very large amount of correspondence at Christmas time from people who 
have to pay duty on their cJiildren’s toys. I should favour a lower duty in 
oases like this where the total gain to the revenue is small. 

Q . — Have you taken any figures to show what particular class of duty has 
gone beyond the point of maximum return f 

A, — think it is very difficult to say definitely. I think most of these 
80 per cent duties » at any rate, tended to lower the imports, though probably 
not to a point at which it will reduce the revenue. There are, however, a 
good many other factors which must l>e taken into account. In the case of 
Imoks, clocks or watches, there has been more careful collection of duties 
from the Post Office since 1920. Ilefore that we used to lose a good deal of 
duty, as we practically did not touch the registered letter mails. Now we have 
them more or less under our control, 

Q . — ^There is no restriction in the siee of letters P 

A. — A letter may be even 8 feet in sise, but the idea is to discourage 
people from sending anything through letter post by charging higher rates 
of postage. The only advantage of the letter mail is that it gets through more 
quickly. 

Q . — In thc^list of articles that tend to show diminishing returns from 
increased rates, you will see saccharine is an important one. l)o you think it 
has reached the limit P ^ 

A. — The chief reason is that there has l>oen smuggling on such n large 
scale that it killed the trade in licit saccharine. Wlien the duty was Rs. fK), 
the market price was Rs. 14, and only a little time ago, it had been Rs. 7 
in Calcutta. Most of it came over the Siame.se frontier into Burma and thence 
to India, Probably the traders have got fair stocks of smugghHl stuff. 

Q , — Has that been stopped? 

A. -“ Most of it has been. 

The President, Q, — In such occasions, would it be possible to prosecute 
these people who are selling below the rates for having smuggled articles 
without paying the customs duty.** 

A. — I do not think there is any such law under which we can prosecute 
these people, at least under the Sea Customs Act as it stands now. 

0.— If you find a thing for sale in Calcutta that you can prove has not 
paid the duty, can you seise it? 

A, — I think if it is proved, we could probably seise it. 

Q , — Supposing you knew all the brands of saccharine which had passed 
through the Customs in India and if you found different ones on sale, could 
you prosecute? 

A. — But then the sellers would argue that it was old stock imported before 
the duty was raised. We cannot prove it to be otherwise. Our Land Customs 
Act was not applicable to the Siamese frontier. The result is that there was m 
very big leakage of revenue not only in saccharine, but also in matches, 
cigarettes and silk, etc., principally in matches and saccharine. The point 
was that there was no law under which the duty could be levied on goods 
crosLsing the frontier. 

Q , — After the introduction of the new Land Customs Act, would you take 
action if you found articles actually in consumption, which could be proved 
not to have paid the customs duty? 

A. — Only if we can find that it has been imported over the frontier after 
the Land Cttstoms Act has been brought into force. Since then ike prices 
have liegun to rise, which indicates that the smuggling is being stopped. 

Sir Percy Thompson, Q , — ^Manufactures of ivory show a fall in duty, why? 
Ai — It is so small a trade that it is difficult to stop smuggling. 



Q.— The duty on ** Plate, Gold and SilTer dropped from more than a 
lakh and a half of ra|^ to Re. 80,000, which, at the actual rate of duty which 
was in force in 1920, is only equivalent to Rs. 20,000. 

A.— The actual import figures taken from the official returns were— 


1919-20 . 





R.. 

. 6,86,000 

1920-21 . 

• . 


, 


. 13,44,900 

1921-22 . 

, , 


, 


8,28,000 

1922-23 . 





7,83,000 

1923-24 . 

. 


. 


6,13,000 


The figures in the statement you have shown me are lower than those in the 
official returns, but the proportion is roughly the same. 

Is not the decrease rather strikingP 

.4. — Yea. 

Q , — Do you think it is, to any extent, due to smuggling F 

A. — I do not think so. Most of this sort of article comes from Euro|>e. 
A great deal of it is really cheap and bulky stuff. 

Q , — Is not that duty operating as a protective dutyP We were told that 
now^a-days when you wish to buy silver wedding presents, you got only thoea 
made in the country. 

A, — Perhaps. 

The t^rexident, Q , — What about the import of unmanufactured tobacco f 

.4. — In all tht«ie figures you must lake into account the boom year 1920*91 
when exchange was high. There is bound to lie a decrease after that undut 
overy item. 

Q , — As regards cigarettes, the duty in 1920 was just over a crore of ru)>eei, 
it has ni)w fallen to 67 lakhs of rupe<»s and at the rate in force in 1920 it 
would he to lakhs. The actual imports have fallen in value from 2 crores 13 
lakhs to i}0 lakhs. 


.4.— wns the hewm year. According to my figures, if you take the 
previous year, the imports were less than in 1SK?3. The value of the import * 
were — 


1919- 20 

1920- 21 . ... 

1921- 22 

1922- 23 

1923- 24 

For the first 9 months of this 


. 1 crore 68 lakhs of rupciu 


. 2 

II 

66 

. 1 

II 

31 

. 1 

II 

86 

. 1 

II 

66 

* 


90 


There b falling off this year, but I think the trade has picked up a Util 
the last month or two. 
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Sir Percy Thompson. Q . — ^^Foroign cigarettes have to a certain extent been 
displaced by cigarettes manufai4on*a in India. 

A . — Not to a very considerable extent. 

Q. — Haven’t they put up big cigarette factories hereP 

A . — The Imperial Tobacco Company has put up a factory in Madras; but 
I do not tiiink it is a success. 

Q. — Haven’t they got big factories in this part of the country P 

A . — There is one in Moiigliyr. 

Q. — I think there is one i*. Calcutta. 

A . — 1 do not think it cuts very much into the import trade. 

The President. They have l>een manufacturing them for many years 
past. 

do not think they compete much with the import traile. 

you give n% figures of unmanufactured tobacco for 1928*84 and for 
the nine months of 1924*25? 



4*— III 1923-24 imiKirts were 4,557,000 lb*, weight, valued at Rb. 48,48,000; 
tile quantity waa about 4 times and the value 3 times as much as the preWoua 
year. During tlie first nine months of 1924-25, it was 3.965,000 lbs. weight, 
valued at Ra. 31,11,000. 

t9ir Percy Tkampeon. Q , — What is the duty on unmanufactured tobacco 
nowP 

ii.— Be. 1 a lb. 

Q , — What is happening to the unmanufactured tobacco? 

A , — I suppose it must go into cigarettes made in the country. It went 
mainly to lladras in 1922-23 ; presumably it was going into the factory of the 
Imperial Tobacco Company on the Madras side. 

The V^’csithnf. Q . — thought it wa.s the Bangalore faetdry. 

A. — Possibly. 

Q , — In spite of the tremendoiih increase in unmanufactured tobacco, there 
is not a corresponding detrease in cigarettes? 

ii,— No. 

Sir Percy Thompson, ^.-—According to these figures (in the state- 
mont) there is a decrease. In 1920 the value was Ils. d.6I,0(X> and now it is 
As. l,26,0i». 

A - If you take 1 crore and 60 lakhs, you will find that it is about the 
average of thw last three years, leaving out the boom year 1920. I think 
prohah^ by the end of this year, it will he a little more than 1 crore and 20 
lakhs, as there have been big imports in January and February. 

Q , — If you assume that umnanufactured tohatM:'© goes into cigarettes, the 
consumption of cigarettes must be growing. 

A , — I suppose that is so. Th<jse who formerly smoked an inferior class of 
cigarettes (btrii, for instance) are now smoking a slightly better class. 

Q , — Is there any intention of protecting Indian-made cigarettes? 

A, — 1 do not think that the (iovernment of India have ever adinitted any 
intention to protect anything except in pursuance of the Tariff Board’s recom- 
mendations. I think they have always insisted that the tariff is entirely a 
revenue tariff. 

The President, Q , — Do you sc^e, from a purely revenue point of view, any 
danger of the revenue from cigarettes lieing decreased by letting this unmanu- 
factured tobacco come in cheaply to be manufactured in this country? 

.4, — There has been an increase in the duty realised from unmanufactured 
tobacco. 

Q. — Would an increase above Re. 1 a lb. tend to check the import of 
unmanufactured tobacco and so increase the duty on the cigarettes? 

A , — I do not think that the Imperial Tobacco Company are very enthusiastic 
about local manufacture. 1 do not think they are going to swamp the market'^ 
with the stuff they are making here. 

Q , — Is it not very much cheaper for them to manufacture cigarettes here 
instead of paying the duty? 

A , — There is a proposal to impose a specific duty on imported cigarettes. I 
believe the rate is to be Rs. 7-8 for certain classes and Rs. 10 for others,, 
but 1 have not yet received official notice of the change. 

Q , — Is uiunanufactured tobacco being touched at the same time? 

A, — I^do not think so, A considerable part of the cost of turning out 
cigarettes here is in the tins and paper. In manufacturing 100 cigarettes, 
less than hall the cost would be the cost of the tobacco; the rest would go 
into labour, tins and paper. 

Q , — If the duty is not intended to be protective, ought not the duty to be* 
correlated to the duty on unmanufactured tobacco? 

A. — ^I do not ^ink BO, becanae unmanufactured tebaoco, wkicli has been 
imported in the past, is very largely used for an entir^ differmit class of 
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article, for itutance, the Burma cberoota. Many of tlioia contain imporiod 
tobacco. 

Q , — Yon say that the locally-made cigarettea are selling at 10 annaa per 
hundred. 

-4. — I won’t quote that as the exact price. 

Q — The whole of the retail price would he considerably leas than the duty 
on the imported cigarettes P 

.4. — 1 do not think any one has atiempte<l to import cigarettiM to ooiii4>ete 
with certain classes manufactured in India. 

Sir Percy Thotnpiton, Q . — How do ** Scissors ” oompeie with soiiie of the 
locally-manufactured cigarettes in Calcutta P 

A , — The paper is not quite as good quality as, for instanoe, Gold Flake. 
Ni»r arc the fndian cigarettes made from select^ Virginia leaf. 

— We wer€» told that India is iiicr«Mu»ing its exports of uiiinaiiitfaelured 
tobacco which are going to England to be made into cigarettes, e.g., Gold Flake 
cigarettc\s. rnmanufactured toba('i*o is alno imported from abroad and miido 
Iw India into cigarettes to be <on«umed in the cH»tiiitry. It is dithcmlt Ur 
understand how things 

The Presuifnt. (^), — As regards Prints, there has been a steady decline in 
the receipts since the increase in the rate of duty. Would ^gtu recommend 
redact ion on that ground 'f 

.4. — To lower the duty on thc^ three items (Prints. Engrarinn and Pictursi) 
will involve little loss in revenue. The actual duty is very auiaU. 

Q . — The values have almi deelititHl. 

A . — One reaaon for the deerefise in values is that lots of pitTiure postcards 
when ( ante through the |Kist without paying any duty till about live 5 ^earK 
ago are still not shown as pictures in the trade returns. 

Q . — Do you treat them as w'orks of artP 

A. — No. On works of art the duty is only 15 i>er cent, but If it ia a mere 
picture, it is 3() i>er (?ent. It is rather a subtle distinction. 

Sir Percy Thompson. Q . — On this itfmi “ Prints, Ktigravings and Pics 
lures*’ the duty in 1920 was 7( per cent and the yield wae Re. 11.000. The 
duty has now lioen multiplied by four and yet tlie yield has been multiplied by 
five. 

A. — Poasibiy fieeause now we have l>eeri eoltectiiig the duty on picture poat- 
card.s which eacraped duty before. 

Q . — The total value of the goods which tticUide these letter poatcarda haa 
decreased since 1920. The duty has been niultipUed by four and yet the total 
yields have been riiulttplte<l by five. How do you reconcile these figures P 

A . — There is aome mistake in the figure for 1910: 7| per cent on 
Ms. 2,15,000 » not Rs. 11,000 ; it ^ould be about Be. 17,000. 

The President, Q . — As regards matches, there has been a lot of legal 
evasion by the importation of component parts. You have already got a tax 
on splints. I suppose that would not appear under the figures of taxes on 
matches. 

A . — 1 supplied some figures about this to the Commerce Deparitnent ; I 
do not know if you have got them. 1 noticed recently that loose matches were 
being sold in the streets which look as though they were locally manofaciitred^ 
possibly to escape the price of the box. 

Sir Percy Thompson. O,— The duty on matches is very Utile short of the 
ralue of the matches tbemswres. 
i.— It is about a pice a box. 

The Prtndeui. Q.-^ewellery. Can you tell us why you have a tariff on 
;i>recioa8 stones cut, and not on precious stones uneuiF 
A . — Probably to encourage the local cuUlng industry. 

<j.--Preciotts stones used to he free at one timeP 
A.— -That is so. 
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Q, — On pearls^ unset, there is no duty ; th^y are free? 

A, — ^This was a concession, I think, to the Bahrein Pearl Fisheries, Bombay 
being their principal market. The old arrangement was that they were 
allowed free, because it was easy to smuggle them. 

Q . — How do 3 'ou treat the articles sent by post? 

.4. — Borne of the articles imported by post have not been brought into the 
trade returns at all. When we started collecting duty on precious stones in 
the post, we obtained a very big revenue. But I do not think that the 
diamonds imported by post were shown as such in the trade returns. Now 
efforts are m^e to include certain items under their proper heads. 

Q , — Now with regard to the suggestion for new duties, one of the witnessea 
suggested an export duty cm coffee and rubber. Another witness 8uip;e6ted an 
export duty on shellac with the modification that it should be heavier on the 
stick lac than on the manufactured article. 

A, — ^There is a considerable forest royalty on stick lac ift Burma already. 
Whether it will bear heavier export duties, 1 do not know. 

Q , — Is it levied at the port? 

A. — It has to be certified by the Forest Department ; we don’t pass it with- 
out a certificate that the royalty has been paid. 

— Practically it is an export duty ? 

A.— Yea. 

^9.— Is anything grown in private forests? 

.4. — I cannot say for certain. 

Q. — We are told that the process of converting stick lac into shellac is now 
being done in Germany and America, and it has been done cheaper than it can. 
be done in India. Do you know anything about that? 

A.— No. 

S I. — Another of the witnesses suggested the raising of the duty on cotton 
H of higher counts and on woollen and silk goods. Do you think there is any 
room for that ? 

A, — Is he not satisfied with the 30 per cent duty on silk goods? I would! 
rather see it at 15 per cent. 

— What about an export duty on cotton ? 

A. — That would not affec't us very tniich here. The Government of India- 
have thought about it for many years. I do not like export duties in general. 

I think I explained in my note that they are very difficult to collect satis- 
factorily writhont delaying shipping. 

Quite a number of witnesses suggested export duties on grain, wheat, 

etc. 

The Hon* hie Sardar JoQendra Singh, Q , — ^Have you any idea of the export 
duty on grain and foodstuffs? Will it not have the effect of cheapening the- 
food in India and producing revenue also at the same time? 

A. — I do not think an export duty on wheat is any more objectionable than, 
export duty on rice. There is already a duty on rice. 

Q — ^What is the duty on rice? 

A. — As. 3 a maund. 

Q , — Have you any idea what revenue it yields at the ports P 
.4. — It produced one crore and sixteen lakhs last year and most of it comes 
from |{lutma. 

Q. — If all the foodstuffs were charged at the ports, it would be several’ 
croresP 

A. — ^Yes, probably as much again as the rice duty. 

Q , — ^Have you any idea of the effect so far as the consumer in India it 
concerned? Will it deepen food? VFKo will pay it, the exporter or the pro- 
ducer, or the consumer, or is it divided among all the three equallyP 

A , — ^The export duty on rice is really so small that I do not think it is felt 
by the consumer. 



T>r, Pafnnjpyt. Q , — Pructically Burma i$ the only rice-exportiug country 
111 the world. 

.4, — Xot quite; about a fifth of the quantity coinee from Bengal. 

<>. — But if Burma rice is stopped altogether from going out. thero will be 
a world shortage. That would not tie the ease w'ith regard to adieai. 

.4, — After all much less rice is grown in Burma thiiu in Bengal. 

Sir Verry Thompson, — Suppose you put an export duty on wheat; 

would not that tend to restrict exports? 

.4. — Yes; it would. 

Q . — If it tends to re.striot exports, would it not tend to n^trict the amount 
grow*!!? Is not that rather daiigerotis from the v»<dnt of view of famines? 
Otherwise, in ordinary years you would have a surplus to export aud in had 
years you may have it for home consumption. 

4 ^ . that is so. 

The Jlon^ble Sardar Jogendra Singh. Q , — Would a small duty maka any 
difference? 

.4. — I think that the ri('e duty is so very small that it does not afftHJt the 
trade one way or the other. 

Sir Percy Thomp^ftm. (). — Is not there this difference IgitwiHui rioo and 
wheat; that w’ith rice India fixes the worhl whoriuis Iftih wheat the 

world price is fixed elsc^where and India has to conforni to it? 

.1.— Yes, 

The President. Q . — Is not the position rather this? The Fiseiil Commiii* 
8ton Heport says ** India contrihiites iii>proxiinately 50 j>er cent, of the total 
ricMp export of the wtirUl, the only other countries of serious importance as 
rice exporters being Indo-China and Siam. Both these conutriea impotie export 
duties on their rice, and therefore in com|»nriKfm with them Indian rif^o 
cannot he said to lie at any^ disadvantage.’* Then they go on to say “ The 
two cases, however, are by no means parallel. N\’e have argued that rice for 
export may be regarded as a semi-monopoly of India. No such claim could 
possibly h«* made in the ca.se of wheat. The exp«»rt of rndirin wheat to the 
United Kingdom, which is the main market, though in the .years immediately 
before the war, amounting to about 15 per cent of the tot4il itnportii of ilie 
United Kingdom, has dwindled in more rec.*ent yi^ars to only 4 per cent. 
Under these f'onditioris an export duty on wheat would tindoiihUHny fall on the 
jircHlm-er. We cannot, therefore, rec^ommend that any export duty on wheat 
should he imposed for revenue purp<ises.** You actnept the conclusion that the 
duty on wheat would fall on the pr<Klu<><*r? 

A. — Yes. 

The Hon'ble Sardar Jogendra Singh, Q . — Do you hold the same view about 
oil-eeeds ? 

.4. — 1 am not kc^n on export duties at all, liecaiise I think they are very 
troublesome to collect. You eariiiot adjust your duty Iw^for© the goods leave. 

Q , — ^The difficulty of collection ia in the way of export duty on oil-eeedji? 

.4. — It is always unsatisfactory to discuss what you have to pay after the 
thing ha* gone; and the (xillisction of duty itself hain|K«rM the freeclom of 
export trade much more than the freedom of import trade. 

The Prendenf. Q. — The Fiscal Commission Report says ** The main result 
therefore of imposing a protective export duty on oil-seeds would be that the 
producer would lie sacrifioed to an unsound economic theory^ and that the pro- 
duction of a valuable crop would be discouraged.** 

A . — I accept that. 

The Hoa* 6 l€ Sardar Jogendra Singh, Q.— There Is the other view that 
the ml-eee^ that go out of the country are needed for manofactore and it is 
a good thing to stop the oiVeeeds from going out. That is the view widely 
held by agricultural experts. 

A. — I am not an agricultural expert. 

do you ooUect your duty on sugar? 
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.4. — It IK a tariff valuation duty. 

— Has it had any induenc^^ on interna) pric-c^s? 

.4. — Tilt* pric*eK are verjr low at present. The priees of imported sugar 
depend on world pric'es largely and are little affected by the duty. 

Sir Perrff Thontp^ort . Q . — Have not the world pric*eK of sugar fallen enor* 
laoilKly ? 

A, — Yes. 

Thr PriMidetit , Q , — The duty i« Vid rolnrrm'f 

A, — Yes, 25 per cent. It is now proposed to convert that into a specific 
dt:ty. 

Q , — No variation with price at alJ? 

,4. — No. 

The U on* hie Snnhr Jogetulra Singh, Q . — In assessing the duty, do you 
assess it in rupees or in foreign money? 

4. — We take the tariff valuations. F'or instonce, Java w’hite sugar is 
taken at lie. 17-8 a cwt. and we collect 25 per cent on that. 

Q . — And in the cast* of othc^r duties which you collect, does the exchange 
play ai-v part at all (»r <lo you have a fixe<l rate? 

.4.— Exch%i,»ge d<K*s [day a part in some cases. 

<i>. — Thereftire, a high excliaiige must have an influence in lowering the 
c ustoin s recei pt» ? 

4. — Yea. 

The President, Q, — Y’ou object te the duty on hides? 

A. — Yes. 

(?. — You recommend abolishing it? 

.4. — It is one of the most difficult things to, collect satisfactorily. It has 
affected trade adversely, es|>ec'iany in Burma. 

Q , — The Fiscal Cominission, while recommending that the export duty on 
hides should be abolished, said that possibly a small revenue duty on ^ns 
could Ih‘ justifuMi on the ground that Indian goat skins formed a nioiiopoly. 
Ho you agree with that at all? 

.4.— On that ground, yes. But I would like to see the duties even on skins 
•alwlished on account of the difficulty of satiKfa<iory collection. 

Q , — And the duty on t4*a? Have you any views on that one way or the 
other? 

.4 — 1 have no strong views, 

Ih . Paranjpifi . Q . — Are you satisfied with the effic iency of your colk>ction 
agency ? 

A . — Efficiency a.s a wlnde? 

V. —Yes. 

.4. — I think I should prefer not to say anything specifically on this point. 

Q , — It is generally l>eljeved that certain ap[>ointnients in your department 
are most sought after. I am only talking of the general impression in the 
mind of the public. 

A , — You mean that there is dishonesty in certain departments? 

Q, — Ye*. 

A ..^ — There may be ; hut any case that we discover we deal with very 
drastically. But it is difficult to get conclusive proof alK>ut such matters. 

The President, (^f , — That is one of the reasons why it is advisable to have 
. specific rates when your duties are high. 

d.-*That would not necessarily mean that frauds would disappear, la 
fact, it }* nrcdiahly easier in some cases to defraud revenue with specif 
duties than with ad valarem duties. One is a question of quantity and tlie 
other is a question of value. 

(f , — Can you explain the machinery with regard to the audit conducted 
. stride the Custom House? 



A . — We hare two andit depertmentft in the oIRoe iteell* One of aeee 
every traiisiK'tion that take^* plui'e on the reveime aide* end audita al) trana^ 
a4:'tioii^. except a few expenditure matters audited by the Aceountafit«OetieraL 
They check calculations atul to some exteut they attempt to check the value* 
lions ac<*epted by the appraiser. If they bud the same class of gmKin iui^Mor^ed 
by two different merchants vatuefi at different rates on the same day, they 
aould cull attention to that. They are alHo responsible for calling attentior 
to omissions or defects in procedure. The peripatetic audit hy the Atiditor* 
Genemrs represen tativ4«s takes plat^^ every two years and \t teats the work 
of the past two years. They seltHt u particular uiouih for a iuiriicuiar branch 
and chtH’k the uccouiU>. 

V- — Can yt>u give a general idea of the result of the hi^t check'* War 
any grave irregularities disco\ertHl I* 

.4. — I was not here last time. I think there were some grave irrti^gularities 
at tiiat time; ami I do not knoa how tar the Audilord^enenit was respousihl*? 
for unearthing them. Hut certainly that audii is very UMeful. A very 
searching impiiry i,s made; hut it is generall\ too late to ns-tify any irreguh 
riti* s that may Ik* dnsrovcrc?!. 

Q , — The <inestion was raisoii about the Indian-made sail being barred from 
the Calcutta gtphtfo, whcrean the salt from abroad cuum in hulk without the 
payineiu ot any duty or uitisouc coming under the regulation, as in the case 
of the Sikh from Madras fa( torie««. The .salt frmit the Madras fiudorios has io 
travel under a bond w hi( h < overs the duty as well ns the I'twt pffft* and cannot 
enter the when it iirnvo and secondly has to hear interest on the duty. 

I7as tlu> mioh* a miUter of 4'onndaint * 

.1. -“.\o xirli coiaplaltit ha.% htcii icceivcd by me sihcc 1 have been lierc. 

Q. Perhaps th»\v hine gixeu it up. They have been hansmcriiig a\\i*\ at it 
for the past half century. The chun’ demand is that they should he allowed 
to put salt in railway w’agons, and that it should be subjected to the same 
treatment as the importcii >alt. Failing that they should be allowed the same 
treatment when they hriiig it in hy sea. I am told that certaiit vessels are not 
allowed to approach the itoinh.i and discharge the salt. 

A. — 1 do not know that. htJt »>t course, only very small vessels can go 
aIong.side the golah^, 

Q . — Ships carry * *noparntively little salt and it would not he worth th«> 
imi.ster’s while to come al»>ng for the -^ake of salt. Have Viiu llomhay salt in 
your golasf 

.4. — I am afraid I cannot t*tiy off-hand. 

Q . — Do you recover any duty on wantage in the f/oIoViAh 

A . — We charge duty on all salt that g»>es into the golah but an allowance Is 
made tor reasonable wastage. 

Q . — The ow ner pays duty only on what g«H*s out if the waste is reasonable. 

A.— Yes. 

Q . — ^'The loss in weight during the trantit fails on him. 

A , — The merchant here pays the duty. 

Q, — Supi^oM* the iru*rchant here purchases salt from Hamburg and Tuti* 
corin. In one case it k liable to doty on wantage from the time of purchmeOj, 
and in the other caae it U not. The duty is many times the cost price. He 
wants to get into the golak in order to escape that. 

Sir Vtrtg Thompaoif , Q , — Supposing a thousand ntauiids of salt inanu* 
factored in Madras^ and which hae paid duty U put on board ; when it comee 
to Calcutta^ you charge duty again. 

4 — ^That is aexording to the Sea Customs Act. 

The Frertilenf. Q, — But do you charge the iocaUy*iaade aaltf 

A, — Yes, we do so according to the Sea Customs Act. 

— Surely, there are rules timier th^ Sea Coetoms Act to cover all that. 
Very often a* ship cannot get into the g*Mi, 



A , — Under the Bea Cuatoma Act salt and opium are liable to duty if the,T 
«come from a coastal port. 

Q , — The duty on wastage caused during the transit is paid in Calcutta 
’before clearance? 

.4.— Yes. 

Q . — How long have you been here? 

A. — Five months. 

Q . — ^Two years ago our Salt Commissioner came here to see if some aeiiot} 
tM>uld not be taken. 1 would like to see the papers connected with his visit. 
'Will you allow the Committee to have access to them? 

A. — Certainly. 

Q . — We should also like to see the golahs, 

A. — ^Will to-morrow morning suit the Committee? 

The Hon^ble Sardar Jogendra Singh. Q . — ^What effect is the duty pro- 
ducing on the import of steel ? 

A.-— It would take a very long time to estimate the different effects on all the 
different items. 

Q . — Is there much dumping going on? 

A. — You mean^ are imported articles sold here at a lower price than in the 
aountry of origin? T am afraid I have not made enquiries on this point. 


Professor AKSHAY KUMAR SARKAR. Offg. Professor of 
Economics, Hooghly College, Hooghly, was next examined. 

Written memorandum of Profeasor Sarkar, 

Q. 1. — ** Agricultural Statistics of India and ** Estimates of Area and 
Yield of Principal Crops of India of the Commercial Intelligence Depart- 
ment are no doubt good sources for scientihc calculation of the annual 
wealth of the country. 

Q. 4 > — These statistics are defective and the method of collecting them 
may be improved, in Bengal, by banding over the work to the Inspecting 
Agency of the Education Department. The Divisional Inspectors with the 
assistance of their subordinate touring officers, and the local teachers of the 
Covernment ns well as the aided schools, are expected to collect the inform- 
ations l>etter than the illiterate and irresponsible village chowkidars or their 
Police superiors. A graduate headmaster of an aided high school of which 
the numl^r is about 1,000 in Bengal, is surely a more intelligent agency in 
this respect than the Chota Daroga of a thana or even the President of an 
Union Board. Services of the under-graduate teachers of the M. E. or M. V. 
schools, and of the trained gurus of the pathsalas may be available for this 
sort of honorary work, if rcKjuired by the Inspecting Agency of the Oovem- 
meut. 

Q, 6. — (1) Useful collection of information in this respect may be attempt- 
ed from substantial employers of manual and clerical labour for industrial 
and commercial purposes. But the ^better method would be to collect these 
informations directly through the Government agency in the Department of 
Statistics* 

(2) and («^). Statistics of priee.s from trading proprietors and those of rentals 
of house pro|>erty from landlords may not serve any useful purpose, as they 
are likely to be tampered with for trade purposes and evasion of due payment 
of income-tax. Legislation for the first method may be undertaken for all 
India. 

Q, 1 $, — A single general principle need not be laid down re tbe return 
from a Government commercial or semi-commercial undertaking. I think (a), 
a bare return on the capital invested in railways should be prescribe. 
^Because railways as an agency of the economic development are dii^ly help- 
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lul to the production of wealth and indirectly helpful to the revenue of the 
state. 

(h) A commercial return may be iiiaiiited on iif some Govertunent enter* 
prises the benefits from which are likely to be appropriates! by private parties 
otherwise. Government irrigation canals in the permanently-settled areas 
may be run on coiumercial principles of return while those in the khm-mahah 
or the temporarily-settled estates may Iw run on a different system of bare 
return on the invested capital. 

(r) Certain concerns, e.g,, the opium manufacture, public distilleries may 
be appropriately run on the principle of monopoly profit . 

Q. 14 (7). — There is an element of taxation in the profits of the rupee 
coinage in India. Tn normal tinieii (before the war) there was a high profit 
(more than 40 p. c.) in the rupee coinage. This was surely much more than 
the brassage. The payment was c^oinpulsory a.s men cannot hut use the 
currency and as they cannot get it from any other soiirc'e than the Govern 
ment. 

Q, 21 . — Very few indirect taxes may be voluntary and most of them are 
compulsory. The customs on the imported steel joists. Manchester piet'C-goods 
and many other articles are surely not voluntary. People must use iheiii and 
must pay taxes on them. 

There may lie a few articles, the tfixe4i on which may be evadwl through 
the giving up of their consumption. lint long sliinding habits or social cus- 
tom and tnulition nuiv have made most of tlu^e conventional mukasstties, and 
there is hardly any option left to the coii.sumeni to give up their use. A heavy 
indirect tax on gold and silver used for the purpose of making ornaments as 
portion of dourics, catuuii be regarded as voluntary. The indirtH^i tax on a 
motor lorry, again, is not voluntary, when it is a nocessary factor in the 
organisation of a business. 

Mere luxuries sometimes are in the list of optional consumption of a man, 
and taxes on them may t>o regarded as voluntary. Certain kinds of foreign 
scents, letter papers, fountain pens, etc., are us4m 1 by a class of people in 
India who are not habituated in the use of those articles and can give up 
them without the least social inconvenience or mental discomfort. Any in- 
convenient rise in the pri<?*‘s of such articles w^ill lessen their coimiiiiiption »!• 
most automatically, and those w'ho wrill still continue to use them, can give 
them up whenever they wdll like to do so. Taxes on such articles may be 
regarded as optional. 

(,>. 2S . — ^The cousumpiion of tobacco in hukkah is not a luxury in India. 
Mostly it is a conventional necessity and to a coiisiderable extent it lu a 
neces.sity of a higher degree even. An Indian cannot disperimi; wdth its use as 
the lea^t costly mcmiis of social amenity and how'over high may its price rise 
he will be compelled to purchase it. Thus any tax on ordinary country-made 
tobacco (not manufactured cigars and cigarettes) is sure to itnpofMi an eco- 
nomic burden on the mitlioiis of India. 

The tobacco smoking in the case of the manual labourers may even be 
regarded as necessary for the efficiency of their labour. 

Q- i4, — Taxes on certain kinds of entertaiiimeniii in town areas, and 
higl^er class (second and first) railway ticketii may lie justified. Buch taxes 
will not be burdensome and their payment will be the least inconvenient and 
by their ini|>osition the demand for public revenue will be satiafic<l wdibout any 
l^itimate or conceivable discontent of those who wdll hav«9 to pay them. 
Any imposition on the third and inter-class railway tickets js objec’ttonable 
on the ground of causing obstruction to inoveinent in response to economic 
pursuit. The simple village entertainment should not be taxed In the inter- 
eet of the healthy occasional hilarity of the much toiling village folk as well as 
on the political ground of avoiding widespread unfKipiilarity. Buch a tax will 
be very uneconomical in collection charges and its contribution to the revenue 
ef the'State will lie insignificant. 

Q, Jg7, — ^In this country the principle that ove^ member of the community 
ahould pay a tax^ should not be adopted. It will lead to hardship in many 
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cmim, e,g,, in the crntm of widow«^ who do not earn their livelihood. At tii» 
atatno time it iii not possible to grant practical exemption to all such penona 
from many indirect taxes which are necessary and equitable impoestions from 
various oUier points of views. 

The principle, t^refore, should l>e modified in all cases of direct impoaitiona 
for imperial, provincial or local purposes. Those who are not expected to 
earn anything, because of social or religious restrictions, or of physical or 
mental incapacity, and at the same time are not of sufficient independent 
means, should be exempted from all direct taxation. This is not the case 
regarding the loc;al rates and partieuladly the ehowkidari tax in Bengal. 
Statutory prohibition of such direct impositions may he considered. 

Q, — Not in all cases. The dogma that taxation should go hand in hand 
witli representation should be interpreted to mean that a tax-payer has a 
right to be represented and not to mean that none but those who pay taxes 
should he represented. Fancy franchise on intellectual basis is of great 
necessity in this country for the proper guidance and organisation of the 
coming democracy. 

29 and SO. — The imposition may be of mixed character, direct and in- 
direct both. 

The poll tax may not l)e so objectionable as regarded hr jnr.ny, if levied 
with proper restrictions and Hmitation.s. 

Q. SI (tf).2t^The ehowkidari tax is a very b.'id one from more than one point 
of view. Its collection is expensive, its incidence on the poorest is high, and 
it is a source of vexation to all. Such a direct tax should not be imposed. 

An Hiitiual capitation tax of four annuls on all adult males with liberal and 
considerable exemptions in cases of physical incompetence or religious vow 
may be practicable and economical. The collecting agency should be the 
collector of the district and the assessment and collection may be made through 
demand notice by the collector and evasion or default in payment may be 
penalised. The income-tax process may be the model for the asseasmeiit and 
cotleciioii. 

Q. S2 . — The profession tax in the case of the lowe?*t classes, will be more 
objectionable than the Customs or excise duties, as more irritating and less 
economical in collection, and perhaps less equitable in assessment. However 
in case of extreme necessity, a plough tax of eight annas n year may be 
considered in the rural areas. 

ij!. SS. — In India the rates of inconm-tax are unfairly high in case of th*- 
low incomes and indulgently low in case of the high incomes. Up to £500 the 
rates may be lowered and from £1,000 the rates may l>e raised, the highest 
rate being 50 per cent. 

Q. 35 . — I advocate a differentiation regarding the rate of income-tax on 
earned and nnoarned incomes. On the latter income the rate may he made 
higher. 

Q. SO, — No, Not only such a practice will be of inquisitorial nature but it 
will set a premium on dishonesty and is very likely to defeat the purpose. 

Q. SS. — I am strongly in favour of the removal of the exemption of in- 
comes derived from agriculture. A distinction on principle between the 
actual earnings of the farmer and the mostly unearned increment of the 
absentee landlord is sound from the point of view of equity as well as economy, 
but does net seem to be nec^essary in practice so long as the present limits of 
exemntieii from income-tax are maintained. The present exemption of the 
ao-c^afled agricultural incomes of the Bengal zamindars is highly objection- 
able as causing an invidious distinction on impositions on different tinds of 
capitalist earnings. The earnings of the zamindars are nothing but the 
earnings of their capital invested in land, and there cannot be any justifica- 
tion for exemption. This exemption has caused the loss of a large revenue to 
the State and there has been no compensatory gain in the way of improvement 
to agriculture or in any other way. 
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The injustice to the community has bcNon aggravated by the faulty method 
'of* calculating a satitindar’s income for settling the inoome-^tax rates on his 
noiwagricuHural income. The aamindari may he worth hve lakhs annually 
hut if his agricultural inooiue is four lakhs, he will have to pay income-tax 
not only on one lakh but also at a lower raU» than his whole iiicotne makes 
him liable to. The rent roil of the Bengal xainindarK after the payment of 
the land revenue is worth ten crores of rupees approximately. If, on the 
average, a five per cent tax may be realised on their tiuoine, the sum may he 
totaliseci at 60 lakhs annunlly. 

Q, 40 . — I am not in favour of lowering the Indian liinit of exemption, 
llie poorest incomes that are taxed are mostly earned by the middle class 
people who are to reside in dear urban arean and to maintain a higher stand- 
ard of living than the payers <>f the land revenue generally wdio live stinple 
and less easily life in the rural areas. 

Q, 4S . — I generally agree with the statement that the rule that 
necessaries should be tree* and that indirect taxes should fall only on luxuries 
is thus a t'ourmd of |>criectiun not always aitaiiiahle ; in a cxnintry where three- 
fourths of the population consume no luxiiries, the majority can only hr taxed 
through nec'essaries, and in tlieM^ circuiustaiici^i there is no hardship in suck 
a tax/’ ^ 

The salt tax may be retainei! but its rate may be made very low in ordi- 
nary times. Only on an <Mnergency it should Ik* resorted to as a substantial 
source of revenue. I am af^iniit its total abolition on ihs grounds (o> that it 
makes everyone to pay a little towards the revenue of the BiaU\ (b) people 
are familiar with it and (r> in case of emergency the re-imposition will be 
irritating, 

Q. 49 . — I would like to see an excise tax on (a) chewing gum, (b) cigarette 
paper, and some other articles of luxury with regard to which any indiistrial 
development is not expected to he ultimately conducive to any good to the 
'Country. The capital invested in such industries if diverted on nccoiint of 
the presence of taxation to some other more useful channels, the country 
will be economically benefited. 

Q. 50. — IndirtK^t taxation may be of graduaUnl rates so as to fall with 
heavier impact on the wealthier classes. 

Such graduation may be practicable in some cases, e.g., fashionable dreenee 
and furniture, silver and golden wares, costly drinks, smokes, and a few 
other articles of similar character. 

Q. 51 . — 1 agree in the principle quoted about the salt tax and I am in 
favour of its retention as the best method of realising a part of the revenue 
ironi the pmirest classes. But 1 am of .opinion that the present rate is very 
high, that in normal times the rate should not exceed annas eight per roaiind 
and may even be l€»ss, that is, annas four |>er mautul. The salt tax should 
rather be an emergency tax for meeting ex|>eiiditures on abnormal occasions 
when no other source may be available. 

O. 61 , — I do not anticipate the introduction of total prohihition now o<r 
in tlie near future, in selected areas or generally. 

So long as the human nature will remain as it is, any schetne for total 
prohibition will not only be costly and unpopular but also inefiPsetive and 
harmful in a good many cases. To maintain the health and elBcieney of labour, 
the pnehumi (cHiuntry liquor of a particular kind) is a necessity, and its total 
prohibition will be economically injurious to the country. 

Q, 96 . — Rent may be deHned as payment for the enjoyment of differential 
economic advantages in employing capital and labour on land to its 
tor. The payment must he not only legally but also in actual fact voiuniary. 

Tax is compulsory payment to the State, The land revenue is a tax wbett 
the payment is compulsory and to the Stale and when it exceeds the amount 
of economic rent. The monopoly of the State landlordism and Jhe maimer 
of assessment and that of the realisation of the dues and also the nmcma4tf 
of the majority of the people to fall upon land as the only source for the 
ployment of ^eir labour and capital, hare made the Inman land reveiiiie^ 
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the temporarily-settled states akin to a tax. On the other hand, the Saha- 
ranpur rule limiting the assessment to the 50 per cent, of the net product, 
the innate nature of the agricultural industry and long term of settlement 
and the consideration at the time of the resettlement have made it like rent* 
On the whole, I think, the Indian land revenue partakes more of the nature 
ot a rent than of a tax, and this characteristic is likely to develop along with 
the growing force of the public opinion on the administration of the country 
and also along with the industrial progress and the opening out of the new 
avenues for the employment of labour in India. 

{f, 100 . — On the analogy of the income-tax exemption, an exemption limit 
is necessary in the case of the agricultural earnings also. This limit may be 
Its. 2,000 as in the other case. 

It is quite practicable. An average income may be worked out on the 
basis of the plough or the acre. The net income may be calculated after a 
proper allowance is made for the necessary exi)enditures of the farm includ- 
ing the payment of the land revenue. 

It is not necessary to make any exemption from payment of land revenue. 
Even if such an exemption be allowed further fractionisation of holdings may 
bo easily prevented by the imposition of a high penalty fee on conveyance 
causing an oamomic fractionisation of holdings. 

Q, — In agreement with the principle that “ in old countries newly 
distiovcred natural resources of high value should not be allowed to become 
private property,** I like to see waste land newly brought under an irrigation 
scheme, retained as property of the State. 

Q. 106 , — I think that the two principles — ^the ability to pay and the bene- 
fits received — may l>e combined in both the cases, that is, (a) the national or 
onerotis servicers, and (b) the local or beneficial services. Such a combination, 

I think, is an unavoidable necessity in the case of the local services. The 
chowkidari tax in Bengal and the Union Board rates are imposed in accord- 
ance with this combined principle. No improvement in the rural area is * 
possible if the service principle alone be accepted for raising money for ex- 
cavating tanks, sinking wells, making roads or erecting dams to prevent 
Hoods. The first principle may be more vigorously accepted in the above 
cases than the second which may claim for vigorous application only in those 
cases where a direct and specific economic advantage to the parties accrue. 
Thus if a tank be dug or a dam be raised for irrigation purpose, the assess- 
ment may be based on the specific benefit principle. Actually in Bengal the 
peasants distribute the common expenditures w'hen incurred for irrigation, 
etc., on the principle of specific benefit received. 

Q. 119 . — Taxes may be imposed on.business profits, hotels and mines alter 
allowing a reasonable exemption limit. 

(Jf. IM, — (f) I am not in favour of an universal income-tax, embracing 
every income and varying with the size of the family. Such an imposition 
will be unpopular and uneconomical. The assessment will be difficult and 
very often unfair, and the collection will l>e costly. 

(ii) I am in favour of an income-tax upon agricultural incomes, succea- 
sioii duties, registration fee on marriages, tax on houses, tax on motor cars 
and other vehicles, primarily used as articles of luxury, horses and other 
means of display. 

In each of the above cases there should be a reasonable limit of exemption* 
Thus the subsistence income say Rs. 2,000 a year from agriculture should not 
be taxed ; succession duties should not be levied on a property worth less than 
Bs. 25,000 ; the registration fee on marriage may he made nominal in the 
cases of the poor, and will be graduated according to the dowry and expen- 
d.inrfi on display. 

(Hi) A tax on dowries to vary according to the amount of the dowry^ 
would be verv commendable. The dowry system has become a veritable source 
of min to the middle class people in Bengal. It not only puts a ruinoiia- 
pi^ure on the hride*8 party who is to pay but al^ does not oommensuratebr 



benefit the bridegroaraV parity who jpeehi it. Much unnecessary and conven- 
tional expenditures ar| incurred which were not in vogue a generation ago. 
Thus a sum of wealth is lost to the society to no purpose. From the scale of 
payment of dowry in Bengal, it may be .said that a suhsiantial amount of 
revenue may he secured to the State and at the same time a growing evil may 
he diminished. A respectable gentleman may he made an agent of the 
Government with the approval of both the parties, who will be responsible for 
submitting an account of the dowry on which the assessment will be made* 
The pasition of the agent will he like that of an election agent, 

(iv) I agree in Professor K, V. RnugnKwaiiti Ayyangar*» programme of 
new taxation with the exception of the universal inhabited huiise duty. 

(r) I Agree in the opinion of Mr. Vakil rr an export duty on jute and a 
marriage duty of one rupee payable by either party. During the Muham- 
madan period and the early British period in Bengal a marriage duty was 
imposed, and such a duty will no doubt be a substantial hounx* of revenue in 
Bengal and will not Ih» minded much as an ocTnsional payment, eH|>eclaUy as 
the occasion is one of expenditure. There is a rustoiii among |>easanlH, even 
to-day. in many parts to iiuike presents of ///mi fit anti ehadarji (cloth.s) to their 
xamiudurs or their agenU, on the occasion of marriage in their fati)i1u*H. 

Q, L17 . — I am strongly of opinion that duties on inheritance or sitrt^esstoti 
should Ik> iinjHwed for raising a part of the iu*ces.sary revenue to the State. 

The classical tssmoiiiists are in favour of such duties as a*eU os the modern 
socialists. The argument that such an iiiiposiiion may hv^seii tkiP iteal of the 
individuals in their prodiutive enterprises is weak and if the imposition be 
reasonahly graduated and an exeiii|ition limit of Bs, 2-%.(KK) for an individual 
inheritance may l>e prescrilied. the tax will Ik» an exet llent one, 

Q. ISH , — Taxes on inheritance may lie made to vary acH'ording to the sise 
of tho State or with the amount inVierited by each individual heir. The 
degree of relation will he difficult to ascertain and will give rise to dishonesty, 
I prefer the last method as the simplest and the most e<)uitahle os w'elJ as etJO- 
nomical. A sufficient exemption limit ivill soothe the feeling of the heir and 
will enable him to have a gcsKl start in life and also aill satisfy the smnalistie 
principle of (K'onomical distribution. 

Q, HO , — After a reasonable limit of exem|>tic>n, say Ils. 25.0<Kh the scale 
of imposition may be like that in England. 

Q, IJ^S . — I do not agree in the view of Hir James Stephen “ that a succes- 
sion duty in India would operate most inec|uitnbly as, under the system of 
joint family and joint ownership jn the family properly, the detnise of the 
head of the family in mont iiiHtanc^es would Ih> an oc'casion. not of additional 
strength to survivors, but rather of weakness, owing to the earning menilier 
of the family being cut off. and the conse<|uent difficulty of making the 
property pay." 

If small properties be exempted there will lie no harm to anyone. 


Professor Slarkar gave oral evidence as follows 

The President. — You are the ofilcisting Professor of Economics, Hoogblj 

College? 

A.— Yes, Sir. 

Q. — ^We come to question No, 13, where you say that s single general 
principle need not be laid down regarding the return from s Government 
ocHomeroial or smni-ooininereisl undertsking. You say eommerelal reium msj 
be insisted on in some Ooveminent enterprises the benefits from whiob srs 
Bkelj to be spproprisied by private parties. That is your tssit 

A.^Yes, Sir. I have referred to it by having penneneiit settlement tn 
mind. In sndi tracts the benefits of irrigation worn will oocrue mostly to the 
samindars. 
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9.--*-ThcKii w« PM on to th« voluntmry taxes, and in the ease of tobacco 
yon say that it is a conventional neoasaity and to a considerable degree it ia 
a necessity for the effioienoy of labour? 

il.-**That is my petaonal experience. I have got a form of my own and I 
have seen with my own <^ea that labonrers cannot work elftciently withont 
a pinch of tobacco every half hour. It is absolutely a necessity and not a 
luxury. The farm is in the Hughli district. There I have seen tilie labourers 
smoking thiw or four times from the morning to the evening. We know unless 
tobacco is given just in time they won't work efRoienilj. 

In question No. 61, you refer to pachwai as a necessity. Do you 
regard this also as essential to maintain the health and efficiency of labour P 

w4.<— That is my personal opinion. 

Q , — Do you know if doctors recommend it as essentlaT to the health of 
the labouring classes? 

do not Iknow what doctors say about it and I do not know whether 
she opinion is scientifically correct or not, but I think it is a necessity for the 
efficiency of the laijoiiring classes. 

Q , — Would you say the same about opium? 

A. — Generally the labouring classes do not take opium. Only after a 
certain age the middle class people begin to take opium. It is not taken by 
the labouring classes. But they do take pachwai or tobacco as a matter of 
course and it is a necessity for them. Perhaps some smoke chandu as a sort 
of intoxicant.*^ 

Q. — Is chandu a conventional nec^essity? 

v4.--No. 

Q . — Is ganja a conventional necessity? 

d.— No. 

Dr, Paranjpye. Q.-— Suppose if it were a question of an alternative taxr 
either on tobacco or salt, which would you rather have? 

d.— That is very difficult to say, but I would rather have a tax on salt 
than on tobacco, t think with regard to a tax on salt, people have become* 
familiar with it and the incidence is very low. 

Q , — Supjposing you get the same amount of money from the tax on 
tobaoc ‘0 as from the tax on salt, which would you rather cn<K>8e? 

A. — Even then 1 would prefer the tax on salt. 

Q, — Don’t you think it is possible for a man to be without tobacco, but 
it is impossible to be without salt, as it is a iitHmsity for every man ? 

d. — I think it ia equally impossible for some people at least to be without 
tobacco. In their case tobacco is as much a necessity as salt* 

The Prcmlcnt. (f . — With regard to question No. 27, you go to the leiigM* 
of recroinineiuliitg a statutory prohibition of dire<*t taxation. 

A, — I don’t say with regard to all direct taxes, but I mean that in the* 
case of cliowkidari tax, c»ertain exemptions should l>e statutorily provided for. 

Q, — You don’t mean statutory prohibition of all direct taxes? 

d. — I don’t mean that. 

Dr, Paranjpye, Q, — Does it mean even if a direct tax like the poll tax it. 
levied, you would exempt people who are not expected to earn anything' 
because of social or religious restrictions? I would like you to explain to us 
about this in a little more detail? 

d. — I mean by social or religious restrictions that because of religious 
VOWS'' or social customs some people are debarred from carrying anything ; 
for example there is the middle class Bengali widow; because of her toefoP 
status, she cannot earn any living and so sm must be dependent on somebody 
like a brother*in»law or some other relation. If there is a sister-in-law in ihe 
house, naturally, the brother-in-law would grudge to pay any poll tax on his 
sist^-in-law’s account. Therefore I say in such cases exemptions should W 
made. 
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g. — What da you moan bj reli^ous reatrlctioaa? 

.4. — 1 mean here people who are leading the life of a mdku. I think, ihesy 
jure not to work at all. 

— Do you think the State should encourage such livea of laay indulginoat 
A , — I do not say that. But 1 should certainly think that a mMu of the 
atatue of Bhaskaranand Swami should be exempted. 

Q , — ^But don't you think in such eases tliere will be hundreds of his ekelas 
who would be prepared to pay for himf 

.4. — But 1 think that though the chthts may l»o prepared to pay, he should 
he hmioured by such exemption. 

Q , — But if there are one or two deserving men from this point of view^ 
there may Ik* thousand.s of others who will l>e frauds. 

A . — ^Then you need only exempt really deserving people and charge the 
people who come with sup^ised fraudulent religious giounds* 

^>. — Doirt you think it is imich lieiter to let the dtwupleH pay for one 
deserving smihu than to leave scope for thcniHnnds of friiudiileiit enM»Kp 
A , — I think even in the eaM* of inonme-tax it happens like this. 

Q . — I do not think so. 

A . — My analogy is that if the exemption of iiUM>tne-tax tii^o Re. 2,000 
can be granted, and if A says that his income is lees than 2,000 nipeee when 
his iiiconie is aciuaily niori* than 2.<HX) rupCH*s. he may Iw proseented. 
Similarly in the case ol Madhus who pretend to be religious mdhns, »ome sort 
or JiKjui^itorriil p» _et*dure may he ndopUKl. It is n theoretieiil point of view; 
ahether in pr*i<*tice it is ieusibU}, can lie Mettled aftertvardh. 

The Fremlenf. (f , — You (ondcunn chowkidari taxP On w^hat grounds P 

A , — Surely I do condemn it. 1 have practical experience and during the 
2 ion>co»operation days wdien the Union Boards were about to be boycotted, I 
had to edit a pamphlet at the instanc*e of the Commissiunor, Burdw'an 
Division, defending the Union Boards and 1 found from my personal enquiry 
that the chowkidari ta.\ is very unpopular. 8ocM>ndly it is realised in such 
a way that it enuses hardship to the fieople. I do noi say that Union Hoards 
should not impose any tax, but they should make the exemption limit statutom 
Goveiiiinent should pasH a law saying that certain elasMw of people should bt) 
exempted from the Union taxes. Otherwise the tTnioo Boards impose these 
taxes in such a way as to cause much hardship to the poor people. 

(/. — I think the At't allows for exemption. 

A , — But 1 say the Act should lay down defintiely that exemption should be 
.granted. Exemption should be compulsory. 

Q . — Is it not provided by the present Act? 

A. — No, it is not provided by the present Act. 

Q.— Would you test this tax by Adam Smith’s four maxtmsP 
A. — I test it from Adam Smith's four maxims that unless proper exenmtion 
is compulsorily granted, it would contravene Adam Bmiih’s maxima, f say 
an exeii]|>tion limit should be made just as in the csee of income-tax payers. 

Q . — You say the chowkidari tax is had from more* than one imint of view? 
A. — Yes, it is unpopulsr snd causes hardiihip to the poor people. 

Q . — ^You suggest such a direct tax should noi be impoeed and an annual 
capitation tax M four annas on all sduH males with liberal snd considerable 
^exemptions in eases of physical incompetence or religious vow mey be 
practicable and economical. You make no exempUoo for poverty? 

A.— Yes, that will also be a ground for the exemption. 

Q . — You say only physical incompetence and religions vows. 

A. — ^But 1 say physical Incompetence leeds to poverty. 

^.--llien you won't exempt e man simply beoause he is a pcKW maaf 
A. — would exempt only if he is too poor. My fnesnhag is that even if a 
xsaa is crippled and still he is earning something, I would noi exempt him/ ^ 
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us leave him out, but your tax of 4 atmaa a head would maaii« 
that you propoae a tax on all adult males whether ^ey labouren in the 
held or milliotiariea. Would you adjust your proposal as regards the <diowldi- 
dari tax with reference to the canon of ability to pay? 

A . — But the poor people are generally not able to pay the chowkidari tax 
as its incidence is much greater ^an the incidence of the proposed oapitatiott* 
tax 1 have proposed. 

Q , — Surely it is just the same on the poorest man in the case of capitation 
tax. 

A. — Yea, if he ia physically incapable of earning bis income I would exempt 
him. 

Q.*-Then you are entirely in favour of regressive taxation? 

Yes In this respect only. 

Dr. Paranjpye. Q , — You say that you would exempt cases of physical 
Incompetence or religious vow, don’t you think that eve^body would begin 
to say that he has got a religious vow and could not work? 

A. — It is again a practical question that I am not prepared to answer. 
I don’t think there will be many people who would take a religious vow to 
tscape a four annas capitation tax. 

The FreHident, Q , — You say the collection of chowkidari tax is very 
expensive, can you suggest a better method of collecting? 

-4. — At present it is not always cM>llect«d by the panchayat, but the 
collection is made ^ the paid collecting sirkar of the Union Board. It is only 
where the Union Boards have not been started the panchayat collects this 
tax. I can give you a very approximate idea of the cost of this ooUeotion. 
Of course my figures must be subiect to correction. If you say that 600 rupees 
are collected only, out of this d(X) are on account of the chowkidari tax and 
800 are on account of other optional payments by the villagers for improve- 
ments of roads, etc. We should not regard this as a tax and where the Union 
Boards have been started this principle has been accepted that the finance is 
divided into two departments, one* for improvements of sanitation and the 
other for compulsory services. In the Union Board budget the demand for 
ohowkidars must be provided through the law* and through the dictate of the 
Collector, because the Collector has to see that the Union Boards provide 
adec(uate1y for the chowkidars. Now this 600 rupees is annually collects at a 
cost of 120 rupees and out of this 300 rupees only is for the chowkidari tax. 
If we say that the collection charges should be distributed over both the items, 
even then the cost of collection is over one-sixth of the total sum. Thai I 
regard as very heavy. 

Q , — Wliy should not the Union Board itself collect? 

4, — Because its organisation is composed of purely non-officials and unlesa 
they appoint some paid agency, they cannot do it. 

Q , — Do you think it w^ill be in any way easier to collect your proposed poll 
tax or plough tax? 

.4. — think it will be easier, because in the plough tax, the assessment 
would fall on fewer persons than in the ease of other taxes. 

Q — How w'ould you collect the plough tax? 

A. — ^I think it can be very easily collected through the samindar! agmt cxr 
the g^mxjLsta^ who now collects the road cess for the District Boards. 

— Suppose the samindar has no concern with the lands in his villagef 
even then you would a^ him to collect? 

A , — I know in some oasM where the lands have no oonoem with tha 
aamindar, rent free lands, the road cess is collected by the xamindar or his 
gumastaf so it will not be very difficult in this case. 

Dr. Paranipye, Q . — ^Would not this plough tax be regarded as an infringe- 
ment of the permanent settlement? 

A . — do not think so. If the road cess has not been remded so* wl>5f* 
fibould this be. The only question will be wliethcflr you wul eannazk m 
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ploueh tax for a particular project or not* If this sum it impoaad on Him 
landboldeni for payment^ I do not know how it will infrtnga the parmaaaat 
eettlement^ but if it is o^y imposed on the tenante there is no tueli question 
at all* A tax on tenants, how can it be an intrittgemeBt sinoe there is aw 
permanent settlement with them at all? 

Q. — ^You mean plough tax should be imposed on the tenants? 

*1. — Surely. Whether ultimately it will be paid from the land or not 
affe<?ting it» value that is not the question; even if that is the qm^tiun, aw 
long as it is only on the share of the tenant it does not infringe the |w«riimnent 
settlement. 1 mean that if the plough tax has its ineidenei% on the tenants 
then it may he paid out of the tenants’ share of the produce on land, then it 
is not an infringement of the permanent aeitlement. 

Q , — Bui the tenant is ai'tually paying his full rent to his su|>eriar holder. 

A. — Yes, that is not the question about the rents but It is a question of tax* 
He pays not from his share, but pays from his earnings out of the land. 

Sir Percy Thamp$on, Q.— In your view the rates of income-tax in India 
are unfairly high in case of the low incomes and indulgently low In case of 
the high incomes. Have you worked out any scheme of graduation to illustrate 
your view? 

.4. — I have said the rate of income-tax on the small incon)|| is rather high 
and that on the large incomes is rather low. 

Q. — What 1 am asking is, have you worked out any scheme of graduatlonY 

A. — I have not. I have not made any constructive proposal how to eorreot 
this. 

Q.— Yon advocate a differentiation regarding the rate of incomwtax on 
earned and unearned incomes. Tn theory evei^ody would agree with you, 
hut the only question is whether it is worth while complicating the income-tax 
Act in order to do that, considering the fact that the amount of unearned 
income is very small, if you exclude agricultural incomes? 

A , — I do not exclude agricultural incomes at all. 

Q. — AsBuming that it does not take place and that agricultural incomes are 
still exempted, the amount of unearned Income which ^ould come under the 
purview of the Act would lie relatively small. 

A. — Apparently I had in mind that agricultural incomes should not be 
exempted as I have suggested in my answer furthiw below. 

Q . — With regard to agricultural imHime-tax, there is the question whether 
the yield would he sufficient to justify the outlay on staff. Certainly the 
outlay on staff would be very great in proportion to the yield if you include 
the incomes of the eultivators. 

A . — I take it that the exemption limit would be Rs. 2.000 and after that if 
incomo-tax is imposed on agricultural income, only, justloe would be dona 
to those who earn in non*agricultural pursuits and they would be placed in 
the same position as men earning in agricuitural pursuits. 

Q , — My only question is that if you are gMng to tax the cultivator, there is 
such an enormous number of them but so few of them who are earning any- 
thing like Rs. 2,000, that it is doubtful ivheiher it is worth while to tax them. 

A . — do sav that the gain will not be sufficient If you take onlv the actual 
agriculturists, nut when 1 say agricultural incomes, I include farmers and 
xamindars* estates. 

Q , — It would be very difficult to tax the samindar and not the raiyat ; the 
raiyat is getting a rent. 

A. — would be easy in Bengal at lea^t <o tax the samindar without taxing 
the raiyat. 

Q, — Probably, but take a province like the United Provinces. 

A. — ^My knowledge is limited to the agricultura! statistics of Bengal* 

Q , — take it you would agree that if ^ou tax the rent drawn to a saaedndar, 
you must equally well tax the rent which accrues to a cultivator, by virtuw 
cl his benedhsial occupa^on* 



2&0 


Ye*. 

Q . — SuTOOte I had land worth Re. 1,000 and 1 c^nly paid a land revanua of 
lU. .M0(h the henehcial cK-r-tipatioii would he equivalent to Il«. JOO. 

A.^Yea. 

" Q . — If you are going to bring all these people under the purview of the 
Income-tax Act, it would be a ver>' big thing. We were told that in the 
Punjab out of Sj million cultivatore "only about 2,300 might poeaibly turn out 
to be liable to income-tax, and therefore it is j\i&t a question w-nether the 
game h w^orth the candle. 

A. — 1 think it h, because the total income from agriculture (I do not speak 
of the tenants) derived by the zarnindars alone is about 10 crores of rupeee 
as rent in Bengal. If we put a tax on this, we would get a considerable 
amount. At a lo^v rate of percentage, would get about 60 lakhs of 
nipees. 

<>. — Hut if YOU tax the zainindar. vou lnu^t tax the raiyat where })€j is 

«able. 

A . — ft is not llece^ssaI•y to tax th<i^ raiyats who get than Rs. 2,0(Kb 

^.—Surely you have got to look at the accounts and enquire into the 
<;ircum«tanoes of a tremendous number of raiyats :n order to tax just a very 
few' of them, dTitl that w'ould be a very big job. 

4.— Yes. 

Q , — ^The question is whether it is worth while undertaking this job. 

A. — It is, because it would bring in more than 50 lakhs of rupees to 
Government, and it won’t be so difficult as you think it would be. 

— SuppOKing it costs 10 lakhs P 

A.— 1 do not think it vvould cost 10 iakbs to collect 50 lakhs of rupees. 
The Collector in his ordinary process of collecting land revenue can lake the 
income-tax Avork also. 

Q , — You do not realize niy point. If you are going to collect income-tax 
from the zaimndars, you must logically collect it from the raiyats and from the 
tenants when they are liable. That means investigating the circumstances of 
;» very large nuiiiber of raiyats for pnuaically no re.sult, and it vvcmld cost you a 
very large amount of money. 

.1. — It won’t be a costly process. 

Q , — I should have thought that to look at the circumstances of 8^ million 
cultivators for the sake of getting ni aV)out 2,3(K' liable to be taxed w’ould be a 
very big job. 

.1. — Yes, but not so very costly. I can support my view by making a 
statement. Every one who has any connection with land in Bengal has to 
nay a road cess of 2 pice or one anna in the rupee to the District Board. 
No one is exempted from this cess and every ten years the valuation is to he 
made bj" only one Deputy Collector with the help of a few^ clerks in a district. 
If this js possible, w^hat is the difficulty regarding the Imposition of income-tax» 
which wnli surely involve an exemption in a large number of cases? 

Q , — The imposition of a road cess Is a perfectly simple process. It is a 
charge on rent and rents are known facts. The" two things are entirely 

di0erent. 

.4.— ^My idea with regard to income-tax on land was that the number of 

acres* cultivated by a particular person would form a good basis lor cal- 

culation. 

Dr. Paranjppe, You mean to say that a large number of tenants will 
he awtoinaticalfy exempted in the first instance? 

A. — Yes. I thought that with regard to income earned by the xasnindais 
from land it was very easy to collect the tax. 

^.**^W}ien you talk about making agricultural incomes subjeot to inoomo- 
tax, would you also make the intermediate holders between the landlord 

and the tenant also subjeet to the tax if Uieir income exceeded Be. 2,00Dt 



Sir Percy Th0mf>$0n* Q , — It would be very difBeuli lo get et the profite 
of those intermediete people. 

A . — ^They 1 ave to submit a sort of sworn affidavit of the amouai of iaoome 
got from their lanck to the Ceas Hevaluation IMIii'er. The valuation of their 
lead in nuuiy oases (e.g., temporary leaseholdera) is revised by the aamlndare 
after 5 or 10 yeors. In tlie case of pernianent lea«^*holdera Ihtw are 

The Presideni. You think that any attempt lo make an allowanoe for 
deimidiinta a ould set a proiniuni on dishonesty ? 

A.— Yes. 

Dr. Pnruiijptjr . Q. — In reply to mu^Ntion No. ytni say that you are not 
in favour of lowenn^j the Induut liiuit ot exeuiptn>n. The p«Hirest iiu'omes that 
are taxed are mostly earned by the middle iHK>ple who reside In dear 

urhati jireus and have to inaintnin a higher Htaudard *d lii iui; than the payer** 
of the land revenue, who generally live simple and le>s rostly lives in tin* rural 
areas. We have heard a areal deal of eoinplaint that money. lenders and others 
who live in viUagea praeti^’ally escape all taxes. They do not pay anythitig 
m land revenue or rent; they do not consume any article subject to customs 
duty or excise and they do not spend much on luxuries. 

A. — A village Ihtnm pays a high rent lor the hire of his godown. 

Q. — ^Take a Marwari money-lender who has a Miaall one-numi house. 

A. — In the Bengal villages it is rather an exception that i^J^arwari would 
come from outside and lend money to the village He livei^ in the town 

and pays all sorts of taxes. 

Q. — Take a groeer or j<fiopk«^>per in a village; he hardly pays Income- 
tax. 

A, — But he pays the ehowkidiiri las*, the salt tax, etc. 

Q. — That is a part of the expenses of his business. 

A. — These expenHes are increased l>eeause of taxation. 

tjl,— I am taking his net profit. A limit of Rg. 2, OX) is obriously unsuitable 
*n his case. Do you think it is possiltle in such cases to have a louder limit 
for villages tlian for the towns? 

A . — That would he unjust to the men in the villages 

Q — j\ vtlhige money-lender or griser for inj^tnnre vvJok earnn Rs. 
not contribute more than Rs. 5 to taxation altogetliei . 

A. — But no villager pays more than that 

Q, — I>o you think a clerk or Oovemmant servant getting Rs. 1300 a year 
in a city and a man on the same income living in a village are in the same 
p«K*iiniary poaition^ 

A. — In towns a man pays more. If a man in the town who pars more is 
to be taxe<l. the man in the village wdio does not pay so much should also 
be taxed. 

Q — But a man in the P>un w*la> gets Rs. 2,000 a year is subject to Income- 
tax. 

— The other man who gets Rs. 2,000 should also be taxed. 

Q . — The man in the village who gets Ra. 2,000 is in a far belter pdelll<Ml 
than the man in the city who gets Re. 2,000. 

A. — But he pays either taxes*, chowkidari tax for instaiK*e. 

The Vrt4*Uni. Q . — From whif h you a-ish to (exempt him? 

A. — ! did not a^ant to exempt all from the clniwkidari tax^ but only 
statutorily the very poor people. It Is very harsh on the poor. 

Dr. Feranipye^ Q. — What other taxes does he pay? 

A.— He pays on everytiiiiig he oonsiimea, e.g., salt. 

Q . — Does he pa> alM>ut eight annas per metnWr ot hie family on salt? 

A. — Bo far as he is a eonstimer, his fiosjtioi} is Ihe eame a« that of other 
vRIa^ra, 
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The Preeideni. Q . — ^You do not think he pays any xnore tax than the 
4aUy labottrer? 

Dr. Paranivye. Q. — ^He pays the eune taxes as oihsff TiOagets fat a mttdi 
worse iinanoiiu position. 

A . — do not understand that. 

Q , — ^There is not much difference between his style of lining and the style 
of living of a school master who gets Bs. 20 a month* so that the school master 
gets Be. 240 a year and pays a certain amount of tax to the State. On the 
other hand* the Marwati makes Bs. 1,S00 a year. 

A. — ^You mean that if he stints bis consumption he can evade the payment 
of tax. 

Q . — That is his style of living? 

A. — ^It is very difficult for me to say. 

Q , — ^Tenants and others pay a tax to the State in the form of land revenue; 
*this man practically escapm. 

if. -^Whether land revenue is a tax or rent is a controversial question. It 
tIs a payment for the enjoyment of marginal advantages. If a Marwari arranges 
.a house for business purposes* he pays hire for it* but he dbtributes it among 
the people and so it is not a tax. 

The Preaideni. Q. — ^You would impose an excise tax on chewing gum and 
cigarette paper. Is there any large manufacture in India of these articles? 

A. — I do ndi^now; the question was suggested to me by your enclosure. 

Q. — You do not advocate the introduction of total prohibition and you think 
that certain country liquors are necessaries of life? 

A . — ^That is so; their prohibition would be economically injurious the 
country. 

Q, — Why? Is not a lot of rice consumed in the making of parhtmi? 

A.— Yes. 

Q, — Do you think it is better for it to be converted into intoxicating 
liquor? 

A. — I think it is a necessity for certain classes of labourers; it is impossible 
for me to say whether they ore benefited more by consuming it as pachwai 
•or as rice. My idea is that thev would suffer in their efficiency of labour if 
they do not ge*t the pachtmi. If they do not get their food* but get pachwai^ 
they will surely suffer; but if they get their food and also pachwai, their 
^efficiency will be better. 

Dr, Paranjpye, Q. — You do not believe in this temperance rubbish? 

A. — I do believe a great deal* but not in total prohibition. 

The Preaideni, Q , — You say you would exempt all holdings below a 
certain amount from land revenue. Have you any acquaintance with tem« 
porarily-settled areas? 

A.^^0. 

Q , — You suggest a high penalty fee on conveyances which cause uneoonomio 
f^actionisation of holdings. What sort of rate would you propose? 

A , — would say that the holdings in Bengal should be allowed to go up to 
the limit of 100 bighas, i.e,, about 30 acres. If a person who has a farm of 
100 bighas dies, leaving three or four sons and there is a possibility of frao* 
*tionisation. one of the sons should inherit a portion* say 3 acres or so* the 
duty should be about 25 per cent. 

Qv— Is it not rather oompUoated ? You have to disoover every time whether 
the dooumenis bear relation to the deceased. 

A, — ^No. The conveyance deed will be prepared at the time of regUtration. 
Ho new machinery will be required. 

Q . — ^It will involve an enquiry into the personal oiroumstanees of parties. 

dl.— No* only whether the farm is becoming smaller than 100 bighas. 
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Dr. Paranjpye. Q. — Even if Uie brothers separate and divide the eiiate 
into pieces, you would charge a feeF 

A . — they make a partition, then I will charge a fee. 

Sir Percy TkomjMon. Q. — I think you are in genera! agreement with this 
principles suggested in question No. 100. 

A . — I have said that generally we should adopt both the principles together. 
In some cases one principle ivill act with a greater vi^ur than the other, but 
there may be a few c^ses in w^hich tiie second principle would lead to a 
direct and speoiiio economic advantage to the parties. 

Q. — Would you apply the same principle the provision of drinking water 
supply in villages? 

A , — With regard to drinking water, I should not accept the service princlpls, 
hut I would acTcept the national principle. I think it is more or less ttie duty 
of the State to supply people with drinking water if they cannot make arrstige* 
menia for theiriKelves. If they are too |H»or to do so, the State should come 
to the aid of the people. 

Q . — You say that, if the service* is t^M> costly for iIk* locality ilMdf to 
maintain, the State shotild come to its aid. 

A , — The State sthould <»ome in just in the same way as the State openn 
railway lines, hciausc it is not easy for the people to fuinvuH* the opening 
of railway lines. .\t the Baine time tlie Stato would make a specific charge 
upon the* income of the peoi>le to meet the interest of the aivmuut advancM 
by the State and also a sinking fund so that it will Ih' paid up in I'otiriw^ of 
time. 

Q, — I>on't let us assume that the Imuility is Ux> poor to pay for the aorvica. 
Aaeuming that the locality is rich enough | the auf^eation iti that you should 
charge for (hat servire on the basis of the amount of service rendered. 

Q — Whereas in the case of the onerous t4U, you would rharge on the 
basis of capacity to pay?'' 

.4 . — Yee. 

— 1 do not think there is any differcnc** the two. 

— In certain cases the service principle should be adopted and in otheni 
the other principle. 1 think 1 quouAi in my reply an example for illustrating 
my idea. 

Thf 1*ieiiuhnt, Q . — You |>ropoee to impoM!^ a tax on business proUta. 
Would that be in addition to income-tax? 

A, — No. 

Q. — You propose to tax mines. Have you any 8p«<!ial scheme in mind? 

A . — I include it in the list of ordinary husmeaa. 

Dr. Paranipyf . Q . — On what tiaais have you fixed the niiriimtim limit of 
Ba. 25,000 for levying succession duties? 

A. — Rs. 25/100 should he regarded aa sufficient to give a good start to a 
mid^e class gentleman of Bengal, or perhaps of India. 

— What wmld you say to a basis like this : an ecxaiomic nolding of land 
which will maintain a man and his family if th^ work on that land. Boeing 
that most of the property in India ih landed property, would you agree to thk 
being taken as the proper basis? 

d. — 1 won't say that, because the family la maintained, 1 understand, 
from labour also and not from the land alone. 

— A man who has a property of Ra. 25,000 will probably l>e able to let It 
nut on iniefesi and get an tneome of something like Rs. 100 per month. 
C<msequantiy he would be able to live on that ineoma without working. 

A * — I do not think so. 

Surely he will be able ie live on an tnooma of Ra. 100 fairly rvaaonabbrs 
ao by fixing this exemption Ittnii of Re. 25,000, you aie encouraging a life of 

without work. 
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A»^i% i# vary difficult for ma to toy, boemuse I do not think a man wlia 
haa inherited lU. 25,000 worth of Qoremxnent paper and gate an income of 
Viu, 100 per montti will neoemarily lire an idle life. 

Q.— He can lire an idle life. 

A . — ^Probably he will not. 

Q, — ^Probabl} if he gets a windfall, he might. 

d.— Ordinarily he will not, 

8ir Percy Thompac?!. Q . — Do you think it necessary to fix a higher 
exemption lira it than the amaiint which will give him sufficient income 
to maintain himself and his family by working on itP 

ii.— 1 looked at the question from a different point of view. If a man’s 
family or parents aoonmulate a large sum of money and the parent dies and 
the sum is inherited, what should be got on the occasion of the inheritance 
of the property P An exemption limit should be imposed so that the family 
may not suffer much because of the succession duties. 

Dr. Paranjpye. Q. — Suppose the limit is Rs. 5,000 and the moperiy is 
worth lls. KvKK). On the excess over the minimum of Rs. 5,000, 2 or .‘1 
per cent, might be takoa by the State, but if the property is worth 5 lakhs of 
rujiees, a much larger proportion might be taken. Do you think it reasonable 
to fix such a ,i|^rge minimum as Bs. 25,000? 

A, — T think such a large minimum is necessary. 

Q. — Death duties are to a certain extent, in the modern socialistic days, 
for the purpose of preventing people from living without wwk. 

A . — I am thinking only of the men wdth Rs. 25,000, which will not give 
him an ideal life. 

Sir Perry Thompson. Q. — Suppose you exem|)t up to Rs. 25,000. Take a 
man having 6 sons. The property would bo divided among the 6 sons. Then 
it must be worth Rs. 150.000 if it is to be taxed. How many estates are 
there worth Rs. 150,000 in this province? 

A. — 1 cannot give the exact figure off-hand. There will be some 800 
estates. 

Q. — So, assuming on the average tihat they will pass once in thirty vears, 
ten estates would pass in a year. Surely you do not propose to put all your 
machinery to work to deal with these ten estates. 

A, — If the duty ranges up to 50 per cent., you will get a substantial income. 

Dr, Paranifrye. Q. — You know the limit in England is £100; and that is 
for the total estate. 

A.r— Yes. 

Q. — ^Do you think that they made a mistake in England in fixing that 
limit? 

A,~l have taken a compromise view in this case. It would not be un- 
popular in the beginning if it is taken at Rs. 25,000. 

Q, — How would you set about assessing this duty on a Hindu joint family! 
A.^uppose there are six sons and the estate is divided among them. If 

in the case of each son the share becomes greater than Rs. 25,000, then you 
would charge on it. 

^.*^Take the case of a family. The father is living and he has five sons. 
Suppose one of the sons dies during the life time of the father. How do you 
eh&r^? 

A.— Why should I charge any duty if tiie son died? In Bengal he has no 
claim on the property. 

Q . — Suppose the father died and the five brothers are living. They could 
get a partition if they want. Now suppose a brother dice* 

A. — ^The duty will be levied on the share of the brottier if It Is abovw* 
the limit, i.e., Rs. 25,000. 



Sir Pmv ThomMn. Q.^Do jou imUm tii«l with your limit d apmnpttaB, 
no tax would bo eharged in ih« c««o of a joint Hindu fimOy of fl?o biothoii 
unlooe the total iraliia of the estate exeeeded Be* lS8,000t 

/I. — Yen; unleee ^ man gets Be. 25,000 woith of pro|>eftj» be ebould not 
be charged. 

Dr. Paranjpffe. Q . — In your answer to qtietciion No. 120, you eay ** euo* 
cession duties should not be leried on a property worth lem than Ha. 25,000,^* 
On the other hand, in auawer to question No. 137, you say an exemption 
limit of Rs, 25.000 for an individual iiiherttiiiuv may Ik^ preeeril>ed, the tax 
will Ih» an exrellent one.’* In the one case you talk of proiwty and tn the 
other ciiM* you talk of inheritAiioe. 

*i.— I speak of the property belonging to a person or propiiirty which falls to 
the lot of a particular person; not of a number of persons together inl»ertting 
the property. 

Q. — In England there are two kinds of duty, one is a duty that is charged 
on the whole estate when a person dies ; and tlie other is a successton or 
legacy duly paid by every person on the amount that ho gets by legacy. Ona 
is due to the fact that such an estate has been allowed to acoumiilate on 
account of the existence of the State and the other to the (act that the mao 
is able to take it without any trouble. That probably la the explanation of 
these two separate duties. Do you want to levy lx>th of them or only one? 

A , — Here I have aVH:>ut the second duty. With regard to the fiml 

kind »»f duty, there is soinething like it at least in Bengal when you tnk<* the 
administration certificates. 

— A Hindu joint family is not required to inke out letters of adinini^tra- 

tioii. 

.1. — We generally take them out here. If a wdil is made or you want to 
recover your ilehts. then you take the certificates with regard to thi>Ke dcbtH, 
or with regard to the shole estate. Generally otir idea is^it may 1h» h lay 
idea— that when the father dies and we inherit the property, wo have 
to take administration certificate. Though it i» not compulsory, It Is necessary 
for realising our dues and for selling the property. Everybody generally takes it. 

Q. — I don’t think a large revenue is obtained on this account. 

A. — Yes; T was only thinking of the second kind of duty which you have 
mentioned. 

Q . — You won’t charge both of them as in England? 

A . — I have no objection to charge the first duty in the way it is charged 
now. Only I would make it compulsory. 

Q.---Whst is the limit you would put? 

A . — The rate would be very low and even then the limit would be the 
limit as it exists now. 1 was considering the second kind of taxation from the 
socialistic principle— that is, how much should he taken by the State when 
the person dies. 

Sir Percy Thompson. Q.— Supposing you have a R«. 25,000 limit ; take the 
case given hy Dr. Paranjpye of a joint family consisting of five brothers. One 
of them dies and his estate is divided between the other four. Now unless 
each of those four shares amounts to Rs. 25,000, you are not going to tax. 
Therefore, that one hroUier’s sliare should be worth fls. 1,00,000 liccause it 
has to be divided among tfie four and each of the shares should amount to 
Rs. 25,000 before you tax it. 

A. — ^Yes. 

Q. — ^Therefore^ that brother who dies, in order to leave Bs. 25,000 to each 
of the four brothers, should have Rs. 1,00,000? 

A. — ^Yes, in this mstanee. 

that, for each of the five brothers to possess Rs. 1,00,000 worth of 
property, the whole estate should have heen worth Ra« 5,00,000, and you am 

l2 
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not g4ing to charge your snooewioii duty nnlees the estate is orer Rs. 5,00|000« 
That is your proposition P 

d,.— >In this imaginary case, it may be so. But generally a joint fam^ 
having Rs. dO/iOO worth of property, if it consists of two brothers, will give 
Be. 80,000 to each of them which will have to pay tax. 

Dr. Paranjpye. Q . — Would you vary your rate of duty aoooiding to tilie 
degree of relationship? 

yl.f— No, 

Q . — Any difference shown in the case of second cousin or the grandson of 
your cousin and so onP 

A. — No; for practical difficulties. 

Q , — You say “ A tax on dowries to vary according to the amount of the 
dowry would be very commendable/' Hoa' are you going to get at the 
amount of dowry? Dowries are often given in kind. 

A. — ^They are given in cash as w'ell as in kind. 

Q . — ^Would it not be difficult to find out the actual amount of the dowry f 

A , — Not very difficult. It can be estimated roughly, 

Q, — Would not that lead to inquiries of an inquisitorial nature? 

A. — It w^ould be easier to know that than to estimate the election expenses. 

Q . — You know in nengul the evil of dowries with regard to the higher classes 
of people especially is very great. If you have a tax on dowries, don’t you 
think it will he shifted on to the bride’s party? 

A. — I don’t YKink it will he. By eco no mic, friction, it will ultimately come" 
to the bridegroom’s party. For, suppose there* are a certain number of 
marriageable boys. Their supply is fixed on quite a different principle than 
cost of production and on monopolistic considerations. There is a demand for 
these boys. Now the people who can pay for these lK)ys as the bridegrooms 
for their daughters — ^eir number is limited. An equation between the 
supply and demand takes place after much friction. Now suppose Ks. 8,000 
is the highest price for eac'h of these l)oys and 50 persons are willing to pay 
that amount. If over and above this Bs* 3,000, some tax is to be paid, then 
the amount would become, say, Rs. 8,500. Out of the 50 persons, who 
create the deitiiuid 45 would remain and 5 would w’ithdraw. liecause they can- 
not pay more tIuiTi Its. .*1,000. Then the demand w’ill diinini.sh. The demand 
diminishes, the supply remaining the same and the bridegroom’s party will 
have to pay it. It will he as in the case of monopoly goods in which cost 
of production is immaterial in settling the price. At present, the bridegroom’s 
fain er exacts the highest price. He will do so in future also, whether there 
is a tax or not. So the tax cannot make the future “ highest price ” higher. 

You don’t consider that a tax on dowTies will be very unpopular or 
will he resented by the people? 

A. — do not think so. There was marriage license duty formerly. 

Q. — Can you give us a reference to it? 

A. — From the documents in the Hevenue Board, we find that just before 
the permanent settlement was introduced — about 1773-93 — there was 
the marriage license duty imposed by the British Glovemment on the strength 
of the Muhanimadan practice. Mr." Ramsbotham of the Hooghly college hacT 
with him some papers connected with this and he spoke to me of those papers. 
I do not know whether he would be able to give th^details. Thuie papers may 
not be available to the public. I think I can send yon a copy of his puhlidied 
book on the subject which has been submitted as a thesis to the Oxford 
Univer^ty. It is mentioned there that immediately the marriage license duty 
was^bbli^ed, an unprecedented large number of marriages tooK place. Even 
now some of fhe aamindars in Bengal, exact or enjoy the wRIing gifts of money 
or kind from their tenants, on occasions of marriage. 

Q , — ^You are in favour of a registrati<»x duty on marriages? 

A.— Yes ; a very small amount. If the State requires an additional amount 
of money, it may be imposed. 



Q . — You think it will not be a big buiden at a iima whan tha paonla ai« 
apt to spend a lotf 

ii^Xat* 

The President, Q , — In anawar to quaation No. 120, you aay you are in 
fnrour of a tax on houaaa. 

A . — mean tlia municipal dutiea. 

are oppoaed to an univenial inhabited house duty? How do you 
distinguish between a house tax and an inhabited house dutyP 

A , — I do not disiingutah between them. 1 have spoken here generally. 

Q . — Your tax on houses really corresponds to the loc'al rate? 

it.’— -Yea, With regard to the inhabited houst^ ilot> . I had in mind a tax 
like the hearth tax which I do not like. 

I>r. Paranipye. y. — In atiswer to question No. 138, you say “ The degree 
of relation will he difficult to sM^ritn and will give rise to dishoru^ty. 1 prefer 
the last method as the siinplest and the meet equitable.*’ 1 think tiie degree of 
relatiotivship, at least in India, can bo pretty w^elUkiiown to nearly eight or nine 
generatioDK. The judicial decusions are based on the degree of relationship. 

A . — But there they often file affidavits and evidence has to l>e cited to 
settle the disputes reganiing the degree of relationship. 

The Hon'hir Sartlai •htyendm Singh, Q , — About land revenue and ttixntimi 
on agricultural incomes, liave you studied the land revenue ajgjbem historically? 

A. — 1 have studied it generally with respect to India and particularly 
regarding Bengal. 

Q.<-What do you think~-land revenue is a share of the State in the 
profits or in the cariiingK of the agriculturist? 

A. — Mostly it is a share in the proffts of the agriculturist. 

Q.— To put it in another way, you cannot say that the capital invested in 
land yields a certain amount of profit, in which the State can take up U> 
SO per cent, as its share. 

A, — I think that the State ought to take up to 50 per cent, of the surplus 
prcKlucf* of land. That should l>e the highest limit and it slioiittl never execH^d 

that. 

Q, — Would you fix the same limit for income-tax — 60 per cent, of the 
man's income? 

A. — Yes, in case of very high incomes, 

Q , — Then you will graduate the tax in the case of land revenue? 

A, — No; I will not in the case of land revenue. 

ijl . — A infill in earning from land and he pays a certain amount of tax or 
a share in the profits. Another man invests another lakh in business and out 
of it he has to pay certain share to the State. How would you class each 
ac<iording to the canons of equity? 

A. — My point is this. A man hoe invested a lakh in land. That is his 
capital. On income from that h^^ should pay the ordinary inroifie-tiix rate. 
But there is an income which in due exolusivaly from the occupation of land. 
Here he gets a B{iecific lienefit from the occupation of land, which advantage 
the other oapitaliats do not enjoy. This benefit may be regarded as rent and 
not interest or profit. Land rwrenue may be taken from ^is net produce 
land up to 50 per cent. On what he gets from that land as a result of hi# 
investment be has to pay a share to the Government. That hss nothing to do 
with land revenue. 1 am speaking of land revenue as a shara in rent, 

Q , — But haven’t you got mixed up? 

A. — ^1 do not think so. What is paid out of rent of land is land revenue. 
What is paid out of the capital invested in land is not revenue or rent but that 
la tax, 

Q.— Theee ideas are based not on the new ecmioiiiie science. 

A. — ^New or old I do not know. 



108 


Q*WWbere do joa get these dfetinotlcxis based on land fromf 

A . — ^From my study of Economics. 

Sir Percy Thompson. Q . — ^That diatinctioin arises since B. 0. 1,000« is it 
not? 

A. — Yes, I a^as going to say that I support it even from the point of view 
of common sense. 

The Honshu Sardar Jogendru Singh. Q , — Do you regard Economios as an 
exact science? 

A , — is rather difficult to say. II you call it exact in the sense of 
mathematics there will be difference of opinion. But when you say that such 
and such a tendency is the result of such and such a cause it is an exact 
science. 

Q . — Would you make the introduction of new taxes dependent on the full 
control of the legislatures or would you introduce a tax without their consent? 

A , — It is a question of politics. I should say that legislative control is 
necessary for imposing any taxation. 

Q . — Is legislative control necessary over expenditure also? 

A. — Yea. 
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Professor J. P. NIYOGI, University Lecturer in Economics, 
Calcutta University, was examined. 

TTViften memorandum of Professor Niyogi, 

21 . — There is no io];rioal bnsi.s for differentiating between a direct and 
an indirect tax regarding element of compulnion. The compulsion which is 
involved in the payment of a tax is not economic compulsion or the compulsion 
arising from a desire to possess a particular commodity or a speciffc income, 
but legal coinpulsioTi o.vercised by the State over the tax-payers. If compul- 
sion is taiven in the sense of legal coercion, obviously there is as much coercion 
involved in the payment of an income-tax which may be taken as the type of 
A direct tax, as in the payment of a customs duty, an indirect tax. In the 
one case the compulsion is on the assessee of the income-tax, in the other 
case either on the importer or on the consumer of the dutiable commodity. 
It has however been argued that there is no compulsion on the consumer of 
the imported taxed commodity, since he cai^ avoid the tax by ceasing to con- 
sume the commodity. This view, however, ignores the fact that legal compul- 
sion involved in the payment of all taxes direct or indirect is conditional on 
the fulftlment of certain conditions. In the case of a customs duty, the condi- 
Uon is either the importation or the consumption of the taxable commodity 
just as in the case of an income-tax, the* condition is the possession of a 
(^rtnin taxable income. 

In estimating the burden of taxation, no tax whether direct or indirect 
should be excluded from consideration. 



Q. quMiton dom tusit mrim, 

Q. 2S , — If it is sought to be conveyed that toHiMH?o and intoxicating liquors 
being luxuries, taxes iiiii>oeed on the constiinption of iheee articles do mw 
reduce the efficiency of the tax-payers, the statement is generally true* Pfrli- 
eular countries or communities, however, might regard the oonsumptioti of 
toba^ as neoeasary for efficiency, and with regard to such countries or com* 
munities, taxation of tobacco ivould involve an ** econoimc bunlen in this 
sense. 

V. Si . — If wo have in mind the existing taxi's on entortainnients in liutia* 
they may be regarded as imobjei^tionablo frcnn the standpoint of the of 

such taxes on the efficiency of individuals. Mor4M>ver, svitdi taxes are paid 
by men whoso ability to pay is nnqiK^RtioniHl. A tax upon enti'rtainuurnis, if 
iinaccx>m{>anied by other forms of luxury taxes, is however o|M'n to the objoo- 
tion that it is unei|ua], since particular forms of luxurious €^xp«nidtture are 
singled out for taxation. This ohiection is eointnon to any oIIhm* luxury tax 
taken singly. Again, the object of the tax on enterininments is to strike 
the luxurious consumer, but some portion of the tax may he shifted back to 
the entertnirier and where his skill is iioii-transfe ruble hardships may re«nlt 

A tax on railway lit kets cannot bo regarded in the Raine light as a lax on 
ent«*rtainiuents in India at any riiUx The hvilk of the railway passmiet^rs i.i 
India belong to the third rlass, and the longi'St average distninH^ iravellcal by 
them over any one railway has Ihhui e.stiinnted at nnle«. Many of these 
passengers who have ari|uire<l the “ railw’ay hahit only udiiiin iiH'ont yeai»< 
may be tempted to travel on fwd or by other iiioihotis of trausporf ation if 
railway travelling is made more costly than at present. The nhiindouincnt 
of the railway habit would entail a serious ** economic burden.*' 

Q. $S . — There doea not seem to exist any oeonoinio juslificiilion for ih© 
exemption of agricultural incomes from the payment of income-tax in the per- 
manently-sottlod areas. In these areas the land revenue being a fixed charge 
on the rent has long ceased to Ikj a tax. For, the land revenue in taken into 
account by every intending purehaHer and allow'arice is made for it in the 
purcliase price. The land revenue has become cxmiplotely “ amortised " or 
capitalised, and with regard to this tax it may fittiiigly be said that "an 
old tax is no tax ** where lands have not changed hands by the ptwess of sale 
and have passed only by inberiiaiKre. their capital value and incoiite have 
increjised. This increase may generally Iw attrihiiUal to the giow Ui of popu* 
iation, rise of prices or other causes uncoiinecied with any conscious or deli- 
berat€» effort on the part of the recipients of such incoinc. The increased 
income from tlie lands in the permanently-settled areas may be described as 
a surplus” in the sensi* that it is not nKiiiired or coiihidered esHcmtial to 
sustain any economic effort, 

Tlie question of the legality of the imposition of the ineotne-iax upon 
agricultural incomes in the permanently-settled a«eas may be dismifised by a 
reference to the income-tax levied on agncultural incomes under the Acts 
of 18fl0 and 18(59. The Act of I860 consiat^ of four schedules and income from 
real property was taxed under Bcbeiiule I. On February 38, I860. Sir James 
Wilson in his speech introducing the Financial Statement referring to tlie 
^ddigaiioii of the samindars to pay income-tax in respect of their incomes 
from agricultore said I hold him (the aamindar in the |>ermanently«eettled 
areas) to be exempt from any sfiecial charge upon hts land but to be 
liable to any general tax Uiat applies to all others.” ^ain in 1809 when the 
income from agriculture was subjected to income-tax, Sir Hichard Temple aaiA 
” The liuidholdera especially the samindars under permanent settlement oon- 
vinoed from long experience of the inriolahle faith kept with them by the 
State cannot regard this measure with distrust « • « r scoUe c ting that the 
question of ^leir liability was thoroughly settled long ago , . . • 

Adequate safeguards will, however, be needed to prevent the landlords 
passing on the tax to the raiyate and it is for the revenue officers to suggest 
appropriate measures for protecting the interests of the ctiltivatcrrs. But no 
one can deny that such measures wUi be necessary. The following extracts 
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from tho Final Report on the Snirey and Settlement operations in the 
diitriot of Rajshiilii^ 1912 ^ — 22 are relerant to the present issue : — 

(f) ''The submission or subeenrience of the tenants is the most 
remarkable feature of the relations heia*een landlord and tenant 
in this district.” 

(it) '' During settlement operations innumerable instances of illegal 
enhancement of rent came to light.” 

(tit) '' The raiyat would never dream of becoming a martyr to the 
principles of the Bengal Tenancy Act.” 

In justice to the great body of landlords one must hasten to add that the 
same report from which the above extracts are made, referred to the fact that 
the '' es^tes in the district are fairly well managed It is only where the 
aamindar is an absentee and the tenants are at the mercy of an unscrupulous 
Naib that illegal exactions are rampant. 

All persons who are desc'rihed as rent receivers should come under the 

r ration ot the income-tax laws. For the iiurpose of assessing income-tax 
exemption limit for this kind of income should be lower than that fixed 
for "labour” incomes. 

The temporarily-settled areas stand on a different footing altogether. In 
these areas the land revenue is adjusted periodically with due regard to the 
rise of prices and increase of population. Here the State takes either 
percentage of the rent collected by the samindars or where there are no 
samindars a fix^ proportion of the ” net assets Both the rent and the 
" net assets ” are affected by rise of prices and the State already appropriates 
a portion of the unearned increment. 

Q, 40 , — I would rot advocate a reduction in the existing exemption limit 
for the purpose of the levy of the income-tax in India for the following 
reasons ; — 

(a) It is not strictly accurate to soy that " the limits of exemption in 
European countries generally have reference to the actual cost of subsist* 
enoe”. In England, at any rate, the exemption limit has no reference what- 
soever to the actual cost of subfdstence. This w-ill be evident if we refer to 
the Old Ago Pensions Act of 1919. Under this Act the rate of pensions for 
a person who has reached the age of 70 years and who.se private income does 
not exceed £20-5 a year is i0.t. a iveek. Every person above the age 
of 70 years is therefore guaranteed an income of £20 a year, and this figure 
may ke considered as the minimum required for subsistence. This sum is 
considerably lower than £150 the exemption limit for a single person under 
the English inoome-tax laws where the income is all " earned ”. Even if we 
make the assumption that a person in receipt of old age pensions at the rate 
of 10s. a week has a private income of £26-5, the maximum sum the posses- 
sion of which does not deprive him of his pension of 10.^. a week, the sub- 
sistence level then hecHiiues £52-5. Again, the very fact that the old age pen- 
sion ceases when a man^s private income exceeds £49-17-6 shows that the 
subsistence level for a single person is not as high as £150. 

(5) To lower the exemption limit in India with a view' to bring it on a 
line with that in England, w'ithout introducing the other features of the 
English income-tax law, would lead to a glaring anomaly. In England men 
with incomes admittedly above the subsistence level often get exemption from 
the payment of the income-tax on account of the operation of the laws relating 
to allowance for children and dependants. 

Thus a man with an earned income of £400 a year, with four children and a 
defiendent mother, does not pay any income-tax at all. 


Earned infs>me, less j^th or £40 

. £360 

£ 

.... 225 

Marriage allowance 

4 children, 1 at £36 and 3 at £27 . 

. 117 

Dependent mother, £25 . 

26 


Total . 367 
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Aasumir^ tlmt tiie salisbtenc^ in fix^d at Bn. l.CfOO a ymr and that 
the exemption limit tx fixed at that aum for the purfMiae of the Indian inoonia* 
tax, an Indian irith an income iuat almve the exemption limit would pay an 
income-tax, while an Engliahman with an tticonte conaideraMj above the aufcK 
!tistetice level would not. 

Similarly reference may be mode to the ay«tem«( which exiat in other 
Euro|>ean countries, Holland, ]>enmark, Anatria and France, Uie iden* 
tical iH>untriee relernHl to in AnneXure F. The effet^tive exetiipiton Itinita in 
theae coiintriea are j^eiierally higher than thoia^ iiultcate<l in Annexiire F on 
account of the oiH^ration of the lawa relating to iittowancx^H for children. In 
^me of theae count rit^ a fixtHi j*uin ia alloa*<^ an a deduction from the iiiconie 
in restKH't of which the tax in charged. In other countriea a i>rti(»ortion of 
the tax due from the tax-payf^r iit remittetl by way of relief. France ctnw- 
bines both inethtHla. In that country 5 to 50 per cent of the achedular 

tAx is reinittetf to persons having children. With regard to the general 
iiiconie-tnx, in France the rate of allownmn* for children in a progrc^ive one. 
Thus, a sum of £40 for each child op to the number of 5 and £00 for each 
child l>eyon<l 5 is ;dlowi»d to be deducttnl. In lltillaiid sums varying from 
£6^-4 to £ 10 - 13-4 are allowed to Ih^ d«HlucUHl from income in of each 

trhild without rt'gard to tlie lax-|inyer’» incoiiu*. In Denmark a sutn of £5-11 
is deducted for each child, { ride Second Instalnieiit of tha^^inuUMi of Evi- 
dencx*, Royal ronitnissioii on Income-tax in Great ilriiain, MW, Appendix 
No. 14 (i/). ) 

(r) In Kngland a good tleal t>f money is given bock to the tax-payers in the 
lorni of Miciaily Ixoieficial expenditure, c.j/., old age pensions and iinoinploy* 
ment insurance benefits. In India such forniH of puhlic exiHnuliture are yai 
non-existent. In asking the }iiiblic to bear the burden of extra iaxaiton, a 
Govern iiieiit should have in tiiind what NervifH!« are provided out of taxea 
and are enjoytHl by the several classes of the community. The Imiieficiul foritia 
of puhlic expenditure referred to above rcnliice the real as oppotanl to tba 
apparent incideiic*e of taxation. 


It is of course not possible to ostablUh any direct eonncKjtion liotween the 
payment of the iiicome-tax and the rtx^eipt of benefits under the proviaioua 
of the Old Age Pensions Act for tiiHtarice. Rut it is iindispiited that some of 
the lalmtirers, wdio iHuiefti under the Old Age Pensions Act, lielong to the data 
of income-tax payers. Jn this connection reference may lie made to questiona 
and answers 41252 — 4255 in the Second Instalment of the Minutes of l^denoo^ 
Royal CoinriUNsion on Income-tax in Great Britain, ltii20 (C/Oind, 28H-2). 

(d) Wages and salaries have a Uuidency to lag behind price fluctuations. 
The salartcnl men hove been hard hit in recent years on account of the 
inflation of currency which has taken place. Currency inflation is one form 
of taxation. Addit tonal burden should not, therefore, lie placed on the men 
with low salaries and wages. The cost of living has not materially fallen 
since the time w^hen the exemption limit was raised from lla. 1,0(X) to Rs. 2,00Q 
a year. This will be evident from a reference to the following cost of living 
index numters (vide Bombay Labour Oasette^ November 1924). 

July 1914 100 

„ 1918 149 

„ 1919 180 

October 1923 11^ 


»» 


1924 


160 


Bp«*king of the rise of prices end its effects on persons vith knr esUriee, 
tlie Hon’ble Finsnee Member said in his speech introdaoiii« ^ nuMudal 
Statement for 1919-20 : “ On none has the present range of prioea fallen more 
heavily than the people on low salaries who are caui^i in the smalket mcdi 
(•f our income-tax levy. There can be no question that Rs. 1,000 mininram 
is now a serious hardship.” 

(e) In fixing the exemption limit for the porpose of tiie levy of iacoiBo4ax. 
regard must be hed to the comparative weiid>t of indirect taxes uptni ffm 
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Tarioiu claaaes of the cotnmttnitjr. In orery country the proportion of the 
inconio Mpeiit by the poor upon the taxed necessaries of lira is greater than 
in the case of the rich. 

(/) From the administrative standpoint^ regard must be had to the cost 
of collection of small amounts from a very large number of tax^^payers. When 
the exemption Timit was raised from Rs. 1,000 to Rs. 2,000 a year as many as 
237,000 assessees were relieved out of a total of 381,000 persons. 

(g) The fact that there is no exemption limit in the case of the agricul* 
tural income is an argument for introducing such limits, and not for lowering 
the already existing limits in the case of other incomes. 

Q. 50. — An indirect tax on commodities graduated with reference to the 
income of the consumer is impracticable. Hut an indirect tax graduated with 
reference to some measurable or ascertainable attribute of the commodity is 
theoretically conceivable, though no douDt there are practical difficulties in 
the way. For the purpose of the levy of an indirect tax, all articles may be 
graded or differentiated with reference to their value. Other standards of 
differentiation may also be chosen. ** An additional unit of duty can be 
charged for every additional degree of polarisation of proof spirit, for small 
changes in the percentage of chemical content or in the number of threads 
(Gregory, Tariff^ pftJS© 151).*’ 

The practical difficulty in the way of the creation of such different price 
or quality levels is that if this proc€)as of differentiation is carried far, the 
«cho<lules become unduly complicated. This complication renders the task of 
the revenue officers €‘xtremely difficult. Occasions for dispute between traders 
end revenue officers become frequent and at the same time temptations ta 
fraud and undervaluation are increased. 


Professor Niyogi gave oral evidence as follows 

The Honshu Sardar Jogendra Singh. Q. — ^You recommend a tax on agri* 
cultural incomesP 

A. — Yes. 

Q . — You have taken into consideration the incidence of land revenue P 

A.’^Yns. My point is that land revenue has eeaaed to be a tax because it . 
has been capitalist. 

(f . — ^Do you think that is the view of the cultivators themselves who are 
paying a fair share of their produce as taxP 

A . — When I say an old tax is no tax 1 have in mind the permanently-settled 

areas. 

Q . — Even there would you not define a little further? 

A . — maintain that when a tax is fixed and perpetuated that tax ceases 
to be a tax, because every purchaser when be purchases the land takes the 
land revenue to be paid on that land into account. 

Q . — ^That would imply that land is changing hands a good deal. 

A , — Sven if lands do not change hands, I have pointed out that the samin- 
dars have obtainecl an enhancement of rent. For instance, in 1723 the gross 
ev>llee^ons from the tenants amounted to 4 crores of rupees and to-day ^e* 
gross collections amount to 12 crores. 

Q . — What is the land revenue? 

A. — A little over two crores. 

Q. — What ratio does land revenue bear to rents? 

A.-«4Boiiiething like 16 per cent. 

Q . — ^Have you any idea of what Uia income tax in Bengal isf 

A. — ^The total yield for the whole of India is 22 crores. 1 can’t say about 
Bengal. 

«9*"^Bengal must be 8 crores* 
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A . — mifthi be; bet the eamiiideie don’t bear eny ehert of it* 

Q . — Bly point was to find out what the others bear. 

*4.-— My point is that land rerenue has ceased to be a tax. 

Q . — ^Your arnrument is that there is no atx berauae the aamindam have 
bouj3(bt out the tax. 

A. — It is not buying out. When the taniindar purchases the land he takes 
into account all possible investments^ such as Oovernment ae< 7 urities, etc. 
When he finds that if he buys land he will have to pay land re%'oiiue» naturally 
he makes an allowance for the payment of land revenue and pays leas proper* 
tionatoly. 

/>r. Paranjpyf. Q . — Buppoae he takes into account the fact that altogether 
he would receive tnuu his subtenants or tenants Its. 100 and that he has to 
pay Rs. 20 to Governtnont. So that the net income would l>e Rs. 80 and he 
would pay the capitnli-^ed value of Rs. 80. Suppose he invests in gin^erniuent 
paper the same amount of money, ho would not consider the actual interest 
that he would nMxuvc hut would allow a diHltiction in the intercMit for income- 
tax, Therefore supposing capital were mobile, thv |>ers4>n has no other consi- 
deration oxceid mere yield. 

A. — At the time when the man invests in land there wo^l be no difTerence 
but the situation changes in tho course of few y^virs, you gel more 

than the capital value aiul more than the current rate in Government paper. 
The s^ituation alters within ten years and he would get from the tenants en* 
hanccxl rents. 

The Maharajadhimja Jiahndur of Burtimin. Q . — Siipposing A is the Gov- 
ernment, fl is the superior landlord and C is the permanent tenure holder 
under B : if you purchase from the superior landlord himself then you cannot 
certainly enhance the rent iMHause you only pundiase the right vfsated in him 
in law. But if you piirchxim? the right of permanent tenure from C and there 
was no one under you and you wore the direct superior landlord » then you 
would he entitiwl to enhance the rent acx'ording to the tenancy law. So you 
had in mind those landlords who are superior landlords as well as direct land- 
lord over the tenants, 

A, -Yos. 

Q , — Supposing I a« a superior landlord pay to Government lls. GOO and get 
from my tenure holder one thousand rutK^es, in the case of the superior land- 
lord the rent is fixed and therefore in his cose your argument about possible 
increase does not arise. It will arise as between the tenant in possession and 
the man actually above him. 

A.— Yes. 

Sir Percy Thompgon, Q, — Even this immediate landlord will not be able 
to enhance, if the actual tenant is paying the full economic rent. 

A. — When the samindar sells his right to another man, he extorts from the 
man to whom he sells the money value of the privilege which the samindar 
enjoys. The privilege that I am talking of is the privilege regarding exem|>- 
lion from income-tax. He has taken the full money value of that privilege 
from the man to whom be sells the land, but the buyer ultimately raises the 
rents* 

The MaJiatajadhiraja Bahadur of Burdwan. Q . — Soppositig jrou are the 
samindar with an annual ineome of Rs. 1,000 and you sell your ri^t to me* 
In selling that right I would purchase from you for Rs. 20,000 or Rs. 25,00li 
eeeording to the nature of the samindari. Is it your argument that this 
Rs. 25,000 escapes income tax? 

A.— Thai is not my point. Because you have purchased the land from me 
you cennot put up a claim that you must be made secure against all changes 
in the rates of tax or against new imposition of taxes. Bven in your case ! 
maintain that it would be fair to impose a tax on your ineome* 

flir Fmy Tkowpson. i^.—Ton said very tigh^ that In the pur dtsse 
price the land revenue is amortised. Is your point that immunity from 
income-tax has also been amortised? # 
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A . — ^That is not my point* My point is that no one can claim that his 
position must be made secure for all time to come. 

The President. Q . — ^But the legislature has done it. 

A, — ^That is of recent date; in 1860 there was an agricultural ineome-^x. 

Q , — 1 do not say it is a pledge. But here is the fact that the legislature 
has deliberately exempted the agricultural incomes. People have a right to 
consider that that exemption is going to continue. 

A. — That is not binding on successive legislatures. No pledge was given 
that the exemption would continue for all time to come. 

Dr, Paranjpye, Q , — You cannot base your argument on the fact of amor- 
tisation. You do not say that people should remain paying permanent rates. 

A, — ^My argument of amortisation would apply in the case of those samin- 
dars who have got under them tenants whose rents can be increased. Even if 
the land revenue has been amortised, considering the fact that aamindars have 
increased the rents in Home cases, taxes on the zaniindars could be justified 
on the ground that the rents can be increased. In other cases no one can 
claim that his position must be made secure against all changes or against all 
new impositions. 

Q. — You mig^^ as well say that the permanent settlement should be 

abolished. 

A , — It is not a question of the abolition of the permanent settlement. 

Q.— Why should Government be bound for all time. They might as well 
say that the permanent settlement be done away with. 

A, — ^That is not reversing the permanent settlement. 

The Maharajadhiraja Bahadur of Burdimn, Q. — You have mentioned that 
up to 1886 there wuh income-tax on agricultural income. Can you tell us why 
that was taken away by the statute in 1886? 

A. — I cannot tell you the reason. 

Q, — Supposing one of the reasons for its abolition — I do not say the reason 
— that must have areighed at the time a^as the inroads that were made on the 
permanent settlement in the shape of road cess and public works cess in a 
direct way and income-tax on agricultural income was abolished consequently, 
would you still have the income-tax on agricultural income over and above the 
road cess and the public works cess? 

A. — It is quite necessary, 

Q, — If that is the principle for which it was sacrificed, would you sacrifice 
road cess and public cess in the alternative? I am talking only of Bengal 

A . — It would depend upon the relative yield of the taxes. 

Q , — From a theoretical point of view? 

A, — I maintain both. My justification will be that income-tax will be pay- 
able by the samindar in common with the other sections of the communityv 
Road 068 S and public works cess are special taxes, while the income-t«ax should 
be paid by all sections of the community. 

Dr, Paraniftye, Q, — When land revenue was made permanent it was made 
on the understanding that Government activities would require a certain ex- 
l>enditure and no more. Under the circumstances which existed in 1793 it 
was po^ible for Government to give that undertaking. But Government 
undaHakings having increased enormously and the expenditure also having 
increased enormously, the fundamental assumption on which that undertaking 
was given no longer holds good. 

A.— That is a different proposition altogether. 

The Han* hie Sardar Jagendra Singh, Q. — ^Have you studied the land re- 
venue system of Bengal P 

A*— Yes, I have, in a general way. 

Have you seen the practical effects of the taxes imposed upon these 
AgriottlturtstsP 

have no experienoa. 
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— Huve you read Lord Cur*on-s roftoiution on l«nd rorenuo polic^yf 
i.— Yoe. • 

Q. — Your i^Misition that every cititen isihould pay a uniform taxP 

A . — I do not maiiitain that. 

The President. Q . — Suppose there will be no eaeiuption in taxattonK 

.4 .—Exemptions should apply only in the case of |>er«ona to whom demand 
would involve hardslitp. 

Q . — Are you proposint; a universal income-tax? 

A. — Not at all. In fact in ray written statement 1 have stated tlmt tlie 
fact there is no exemption limit in the case of the agricultural income is an 
argument for intrmlucing such limits, and not for lowering the already exist- 
ing limits in the case of other iiicoiiies. 

The Ilon'fdr Sfirdiii Joijrndra Stngh. You say yon would tax pruhtn 

from ngriciiltiire in the same wiiy as |>rotite from other sources, say. lor in- 
stance, profits from juic millHj' 

.4. — I have said in the of agricultural income the exemption limtt 
should be lower. 

Q. — Tnconie-tax on iigricullura! tncunie may b** regardi^tT m a double tax; 
first you accept the position that land revenue is a tax. 

4. — I maintain it is not a tax. 

Q — ()n what ground do you say it is not a tax ? 

4. — ] say that in the permanently -set tied areus, the land revenue V»eing a 
'fixed charge on the rent, it has h»ng ceased he a tax. Moreover land re- 
venue is taken into at^ount by every intending purchaser and allowance is 
made in the purc hase price, 

Q . — What is the difference between land revenue and a tax? 

4. — It is a very difficult and important problem, and I think it needs very 
serious consideration to define it on a proper basis. 

Q , — How would you distinguish between land revenue as it exists in India 
<and a tax? 

4. — Taxes are apportionwl according to the principle of ability to fxmtribute 
and 1 would regard Professor Marshall os an authority on this subject. He 
distinguishes the Indian land revenue from rent as follows. Taxes are appor- 
tioned according to the net incomes which are actually earned, and rente are 
apportioned according to the income which would be earned by an individual 
of normal ability. If you take the case of ieiiniorarily-settled ari^as, there is no 
doubt that the land revenue is a tax. I want to make a distinction between 
the two areas, temporarily and permanently settled. 

Sir Percy Thompson, Q . — Suppose a man buys land in the permanontly- 
settled area, land which gets a rent of say Re. 100, take it that he pays Rs. 40 
to the State by way of land revenue; it brings in a net income of Rs. 60« 
Now you come to the tern iwvrarilywiett led areas, in which lands i can get an 
occupancy rent of Rs. 100 and under the existing settlement the land revenue 
is 40 rupees, should I not take into account this 40 rufKjs^ in the purchase 
price of that land ? 

4. — ^1 do. Bui I do not take account of the future possibilities. 

Q , — Bui it is a tax. According to you the other was not a tax. Therefore 
when 1 bought that land it would bring a net income of 60 rupees and 1 can 
proeJaim from the house tops that I am paying 40 rupees land revenue in my 
inoome of Rs. 60, whereas in the case of permanently-seiiled arees I have 
not to pay any^luiigP Is not Ha. 40 on an inoome of Rs. 60 a monstrous tax ? 

A -"Therefore we take into account the lurplua that may arise. 

— What you said just now in the case of the permanently-settled area, 
it that tim 40 rupees I pay is not a tax. 

A . — The lend revenue contains some ekmani of tax: I would not say the 
whole of It is a tax. Take, for instance, two dlatiiels in the temper arity-eettled 
amee e^ in fertifiiy, and then soppoeini one of the distriett is enltivaili 
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by A population which is more rigorous, the other is cultivated by ^ populatioxir 
which h feeble ; iti the fortnor case the land revenue will be greater, showing 
that the principle of tax comes into operation. Therefore we will have two 
lands equal in fertility the one paying a greater amount of so-called rent than 
the other. My point therefore is that it contains the element of tax. The 
principle of taxation is taxation acoordiug to the ability to pay. 

— Does it not amount to surplus ; does it amount to the economic rent P 

A , — ^^It does not. Hence I say it contains an element of tax. 

Q, — The tax which does not exceed the economic rent is not a tax? 

A , — ^That is a question of fact which is very difficult to answer here. 

The Presidetit. Q, — Tf lunderstand you correctly you say you do not con- 
sider land revenue in pc?rinanently-settl<?d areas to he a tax because it does 
not vary, but in the toniporarily-settled area you do consider it a tax because 
it is liable to variation. 

A. — That is tho siihsiance of iny argument. 

T>r, Pamjijpyr . (^. --Whnt are tho reasons for reducing the percentage of 

increase in tenipqpirily-settled areas. Is it a fact that persons there are used 
to a certain standard of living, and if the full 50 per cent, is taken, it would 
alter their standard of living? 

A . — In the case of ieiriporarily-scttled areas the amortisation is incomplete. 

"Tn the case of ]»erinanent]y-settled areas it is to a great extent a 
speculat ion, hwause if the prevailing rate of interest diminishes, he stands 
to gain? 

A. — That is hardly a practical proposal; that is because the tendency is to 
raise the rate of interest. 

Q, — You cannot say that there is no element of speculation in that amor- 
tisation which you consider complete? 

A. — If the rate of interest rises, I can also get enhanc'Oinent of rent. 

Sir Percy Thompson. Q. — In your answer to question No. 40, you say 
tliat in England the exemption limit has no reference whatsoever to the actual 
cost of subsistence, and you refer to the Old Age Pensions Act of 1919. You 
say that under this Act every person above the age of 70 years is guaran- 
teed an income of £26 a year, and this figure may be considered as the mini- 
mum requirc^d for subsistence. That really is not the case. I do not think 
that was ever intended ; the old age pension was more intended as a contri- 
bution. 

A. — Tf the Old Age Pensions Act limits pensioners to those who have less 
than £50 does it not follow that he can live on £50 ; supposing he has no other 
iiicotue he has got to live on this income. 

Q . — ^What happens is this ; that pensioners live with their relatives or some- 
one else and contribute something towards their subsistence ; it is only a dole. 

A. — If a man has got private income amounting to £26 the utmost he can 
get from the State is a sum of £26 and few shillings extra. Then in 
that case he has got to live on the doles from the State and that has to be 
regarded as a subsistence allowance. I only take objection to the statement 
made in your questionnaire. I argue that the subsistence level is lower than 
that indicated in the questionnaire. 

Q. — I think we may take it that the present limit in India would be some- 
thing above that. 1 take it yon advocate lhat the existing level shoidd be 
leftained ? 

A. — ^Yes, it should be coupled with allowances for children. 

Q . — That was one reason for making the exemption limit as high as 
Be. 2,000? 

A.— It would he better still if we could get allowances for children. If yon 
mtroduce snbaistenoe level and then introduce Isanily aHowanoei^then in that 
case it won’t hiing in so much revenne to tiiie State. As against this loss» F 
wnokl ailggeit tan on agricnlin^ 



9S7 


# 


Q.— I tJiink tlie populiir fueling would be egainet an unduly bin^ exempt 
tioQ^ if you take witk that marriage allowancea and ebitdfen allowancee, 

4. — Speaking of the Preeidency towna, I do not think it will be an unduly 
higli leveL Since we cannot diacriminate between the Preatdency towns and 
the other towna, I think, it is safe to put it at this hgure. 

Q , — Do you think that a chi]dren*s allowance can be administered without 
f ricT ion ? 

A , — 1 don’t think there is any difficulty to ftnd out the number of children 
a man has. If you can find out the actual income of a man without friction^ 
you can as well find out the number of children a man has. 

— Will not there be a complaint that you are going inUniaUdy into the 
family afTivirsP 

A, — Well, if you go into the income of one’s family, I do not think there 
is any hnnu in fusding out the number of children a nuin has. I think one is 
as private as the other. 

The President. Q. — You don’t think the purdah system in India will have 
any effect P 

.1. — I do not think so. 

Q . — One suggestion is that allowance should bo made for children proved 
to he> going to school ? 

A. — Yes. Some sort of ullowarn'O may ho made. You sVbuld allow for the 
miiuher of children that arc attending M'hool. I think oven in England they 
have got somo such system. 

Q . — It has lioon suggested that instead of making any inc|iiistiiai} into 
family affairs, w'o shouhl grant exemptions only to children who nr© attending 
school. 

.4. — I do not think it would he fair because there would he many people who 
may not send their children to school at nil. But T won’t insist on this, you 
may as well accept this principle. 

iSir Percy Thompmn. Q , — You say in England a good deal of money is 
given hack to the tax-payers in the form of socially bc*neflcial expenditure, 
c.f/.. old age peu*<if)M» and vinemploynieiit insurnrice heiu^fits, Bnrely the 
people who pay income-tax are quite different from those who got those beno* 
fits. 

A , — I maintain it is not so. I have seen certain answers given by tha 
geiitlenien who gav<* evidence before the Hoyal ConimiNsion on incoiiio.ie*. 
In some cases men paying income-tax are those who rooeive the benefit. 

O , — Do you know the total amount collsrted from iho wage oamors in 
En^and.^ T can give you the figure: it is about £750,000 out of a total 
income-tax collected of about £3lk) millions, and of those the {>e<^le that 
benefit by the old age pensions, are very few in number. The amount of old 
age pen>tion<^ h only 10 millions, and the amount of doles is about 40 millioiis, 
it only rorncH to Homethiiig like? 50 millions. 

A , — Even that little amount we do not get hack hero. There is one ihiim 
I would like to add regarding death duties. From the report of the proceea* 
ings of your committee I have seen it suggested that death duties should 
imiHr^Hl ratlicr than the taxes on agricuRtiral .incomes, if, of course, new 
taxes are necessary. To that I will answer that it is absolutely essential that 
the anomalies of the present income-tax should be first corrected before re* 
sorting to death duties. Otherwise, injustice of a very grave character would 
be perpetrated. If you want to avoid injusttee to the people yon should first 
try to reincrve the anomalies of the Income Tax Act. 

The President, Q.— First of all, are there no anomalies in the matter of 
the present death dutiesf 

A , — ^There are. 

iQ.^-There is one very great anomaly in so far as the probate drty is only 
Javied from certain classes of the population. 

wo resort to death duties, the anomalies iriB oe greater. 


Ol— yoo suttest any practical way of collecting income-tax on tli^ 
income of the actuaif armor P 

A , — 1 do not advocate that the income of the actual farmer should be taxe4^ 

Q . — You would confine it to the taxation of land? 

d*— Yes. 

Sir Fercjf Thompson. Q. — Suppose you have a clerk who pays income-tax 
on his earnings ; he buvs some stocks and shares, he pays income-tax and be 
pays death duties on the stocks and shares. The farmer pays no income-tax 
on his earnings, but he buys stocks and shares and pays death duties. The 
one pays twice the other. The anomaly remains just the same. 

A. — That is the anomaly I want to remedj*. 

Q , — You said you were not going to tax the profits of the farmer. 

A , — ^The farmers are a poor class, therefore I would exempt them. 

il. — Yon will not tax them unless their income is Rs. 2,000 a year? 

A . — Even if the income is Rs. 2,000 a year, I would exempt them. 

Q . — You get the same anomaly. The farmer who makes Rs. 4,000 a year i» 
taxed once on account of death duties on his property, but if you have a clerk 
on Rs. 4, OCX), he is taxed tw^ice, in income-tax and death duties. 

A. — A farmer does not earn as much a.s Rs. 4,000. 

Q . — Never P •r 

A. — Not in India; that is my idea. 

Q . — Your statement is based on the fact that there are no cases of a farmer 
making Rs. 4,000 a year in India? 

A,— Yes. 


Mr. A. M. Ballingall was next examined on behalf of the Wine^ 
Spirit and Beer Association of India, Calcutta. 

Written memorandum of the WfiiC, Spirit and Beer Association of India. 

Q. 61 . — The policy of prohibition may be intrwluced in localities. Such 
in point of fact has already happened in the Punjab where a Local Option 
Act w’as passed in 1923 under which orders were passed by the Finance 
Commissioner in April 1924 stopping the sale of liquor at theatre and cinema 
bars. These orders have, it may be noted, since had to be considerably 
modified by the Finance Commissioner, Proposals of a prohibitionist 
character are under consideration in the Central Provinces, Bombay and 
Assam. Further, .severe excise imposts have recently been proposed, in the 
Central Provinces, while in Bombay the Excise Commission published their 
report in May 1924 making very drastic recommendations regarding the 
safe, etc., of liquor, and the Bombay Legislative Council have passed a 
resolution that prohibition should become an accomplished fact in twenty 
years* time. In addition the Excise Ministry of the Bombay Oovemmeni 
has adopted the principle of reducing the total liquor issues each year by 
one-tenth. In Assam a Temperance Bill was introduced during '^e last 
session of the Assam Legislative Council and is now under oonsideratiou 
of a Select Committee. 

To think of imposing real prohibition anywhere in India is, the CVnnmittew 
would submit, futile, and in this connection attention is invited to the 
pamphlet entitled ** ^me truths about Prohibition,’* a copy of which is en^ 
clos^ with this statement of views — ^Exhibit A. 

Q, 6M . — A policy of total prohibition would certainly entail the loss of 
revenue mentioned and would also inevitably make necessary a huge expen- 
diture for its enforcement. Further, such a policy could only be enforced 
partially; for example in the mofussil prohibition would ^ impossible, 
as the means to make intoxicating liquors are opw to every raiyat who wishea 
to use them. Attempts to enforce such a policy would lead io continual 



fiiction between the people end the Police end Kzeiee Depertmente of 
Gceernment. Attention i» invited in connection with thie qneition to the* 
lest issue of the Administretion Reports of the Prorinciel Bxdse Depertmente. 
Exhibit B conteius extracts from the current Excise Administretion Reporte 
of ihe Punjab, the Madras Presidency and of the Central ProyiiHMe!i end 
froDi a re|>ort hy the Deputy CVimmissioner of Amritsar. Exhibit C cxintaine 
a number of extracts* dealing with illictt distillation and smuggling from 
the Punjab Excise Administration Reports from the year liJ02-03 up to 1922-S9. 
Exhibit D contains an extract from the si>cech made by 8ir Malcolm Heilef 
when iritrofiiicing in the* Assembly the Budget of IP^>25 when the duties 
on wines were last rntsefl. Kxh tbits K and F are extrarts from S|>eeehet 
made by the Hoirble Mr. C. A. Iniic«, Commerex^ and Industries Member^ 
and hy Sir MaUNtiin Hailey in the ixmrst^ of the debate in the Assembly * 
on the Hurlget of 

Q. — Hefrrrure l»t q\iotaii«*n, — A tax on alcohol can only l>e a positive 
goo(t so long as it is u rcuMniahle one and <x)iisiflere<l along with the hahiis 
of law-abiding citirA*ns and their power to buy alcohol of gCKMl quality 
sufficiec; frr their reasonnlile immhIs. Once a tax gmxi lieyorid that (mint a 
pretiiium is put on illicit distillation, the ixtiisiirnption of crude and harmful 
spirit, Htntiggling. and all their €»veit <;oiiH<x|Uciuies and the liquor trade, no 
longer <^>n4rolled. passt^ into tindesirahle liaiuls. 

Tha Association agr<H* w^ith^iis siatcmeiit ao 
long AS it is admitted that the efficiency of adinintHtraiion is always open 
to the dangers d<^ rihiHi in the previous paragratih if taxation is on too 
high a h:;7!s, 

Jfc/arctirr Hrd quotation, — The first portion of this quotation ia debatabia 
as it can l>e urgutHl that a small indiriM^t tax on n coiniiUHlity in general 
use in everynlay life is desirable in that it reaches ceritiin parts of the 
comnuiruty whicli would not come within the reach of dire(?t taxation and 
yet whose duty it is to contribute ita quota f^iwitrds the upkeep of the 
State. Further, it is conteride<l that all alcoholic drinks do not come under 
the category of ‘‘articles of popular luxury”, nor are they ‘‘detrimental 
to persona) health, morals or public order”. (Wiain alofiholic drinks among 
the greater part of the peoples of the axirld form part of the daily diet and 
are a necesssity. It is the ahiise of akxihol. just ns is the case with anything 
elae, that is detrimental to health, morals, and puhlic; order. 

Rfferenrf ith quotation. — The Association nee<l not oomraeni on this 
quotation, because the quotation refers .solely to harmful or undeairablw 
luxuries, and alcohol is, when not aboae<), neither harmful nor undesirable. 

Reference 5th quotation . — Tlie AascKdatioii agnx« with the view here stated 
and would add that alcohol is not to be considered! as a non -essential. 

Reference 5ih quotation , — Alcohol is not the root of every grave social 
evil The abuse of alcohol is invariably only the sMxundary cause of any 
grave evil, f.g., the appalling conditions of the sweat shops and factories ol 
America several years ago were acknowledged to Im» a great inoenttv# to the 
workers to take excessive alcx)ho) during their leisure hourst so that they 
could forget life. To he drunk or drugger) was their only pleasure. Alcobcl 
is taxed as the tax is one of the easiest to jiiather. It is collected hy the 
trade and handed over to Government, with little expense to Gcvertiftieiit in 
administration. 

Q. 61 . — In view of the high duties taken by the fmp^tal Oovemment 
the taxation imposed by the Provincial Governmenta is decidedly in advance 
of what the trade and public might reasonably expect it to be. The Aasoeia- 
tion further consider that the present policy would be changed for the better 
if it could be simplified. The high prices which have ruled since Provinciar 
Oovemments adopted the policy of ** squeeatng ” tiie foreign liquor trade 
have undoubtedly diverted those who used to partake of ihe cheaper brandv 


* These are identical with what has been printed at pageif ld6-*172 of 

Votume nr — Evidence. 
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Scotch and Irish whisky and French brandy to very much less dedrabli 
commodities in the shape of country ^irit and German spirit. Althoo^ 
German spirit is a foreign spirit it can compete with country liquor 
as it is imported in undersised bottlee and is in the first place a very dieap 
and immature spirit. 

Q. C5 , — This Association being an Association of importers of foreign liquor 
are not interested in matters relating to country spirit. 

(^. 66 , — Reference is invited in this connection to the report on illicit 
dtstiilation in the Punjab referred to in the answer to question No. 62, Exhibit 
Cs which goes to prove that increases in provincial excise, rates are followed 
by increases in illicit distillation. 

Q. The Association have no objection to locaDy-made imitations of 
imported liquors being taxed at the tariff rate and given the same freedom 
from restrictions on transport as is given to foreign liquors, so long as 
legislation is at the same time introduced to protect the consumer adequately 
against the possibility of his being supplied with locally-made imitations 
when ho desires genuine foreign liquor. The A&sociation does however strongly 
object to synthetic foreign liquor, that is German and Java w'hisky, rum 
and brandy being given as at present they are given the same trade 
facilities as genuine foreign liquor. As remarked in the answer to question No. 
f>4 this synthetic Corman and Java spirit is a very cheap and immature spirit 
and the Association have been endeavouring for many years to get the 
Government of India to introduce an Immature Spirits Restriction Act, 
on the lines of the Immature Spirits Restriction Act, 1925, in force at Home, 
with the object of stopping the import into India of such unwholesome and 
immature “ synthetic ” spirit. The question of the introduction of such an 
Act is still under the consideration of the Government of India. 

Another way of striking at the import of this synthetic spirit into India 
would be the imposition of heavy taxation on such imports. This taxation 
would have to he imposed and regulated by the Government of India and 
would result to the advantage of the Provincial Governments as the grow^ 
of the trade in German and Java spirits has severely hit the trade in 
country spirit and so caused a heavy decrease in the revenue derived from 
that source by Provincial Governments. 

Q, 68 , — The Association do not approve of Provincial Governments being 
allowed to impose supplementary duties on foreign liquors. Taxation ol 
foreign liquors should, it is submitted, be solely the concern of the Government 
of India as treatment of the matter must be uniform throughont the county 
if great confusion is not to arise as the result of varying conditions in 
nei^bouring provinces. 

Q, 69 * — ^The Association are not in a position to offer any suggestion as 
to the id means of such an adjustment between provinces. Relations 

between provinces must however be adjusted to a common standard: other* 
wise smuggling would inevitably ensue. 

Qs, 70 and 71 , — ^These questions refer to country spirit and as explained 
in connection with question No. 65 do not interest the Association. 

Q, 78 , — ^The present arrangements for the wholesale supply of foreign 
liquor are fairly satisfactory. A word may be said however regarding the 
arrangements in force in the Central Provinces which are decidedly un* 
satisfactory from the trader’s point of view. An importer in the Oentral 
Provinces pays Rs. B per case of wines and spirits and Rs. 8 per case of 
l^r. All losses have to be paid for by the importer. No rebate is allowed 
in the event of the liquor being re-exported. A private person in the 
Central Provinces who buys from another province on the other band does 
not pay any of this tax. 

7S , — ^Where license fees have been assessed by Commissioners of Excise 
in different provinces the fees have been increased beyond all reason. 

Q, 7J.— Regarding the figures shown in the Annexure J to the question- 
naire it cannot be seen what is the reduction in foreign liquor licenses. It 



271 


is not clear that the reduction in countiy spirit licenses has mereased the 
Tslne of these licenses but it is probable that the reduction has had the effect 
of encouraging the manufacture of home-distilled coufitr,v spirit. 


EAihit A. 

SOME TlirTHS ABOUT PROHIBITION. 

Disianee/' the proverb runs, ** lends enchantment to the view,*’ ami 
it is no wofuicr ihiU many politiciaiiH in India, ptiriit nbirly those with 
idealistic teudeTitiO', of which there are quite a few, readily tu'i'opi what 
is told them by the ** Pussyfoot ** propaganda factory and have come to 
believe that the Aincric iu onactmeiit prohibiting the manufueturts sale and 
transport of alc'oholic li<iunrs has hani.*ihcd filcobo! from the T'nited States 
and has otht'rwiso .irj uninixed blcs»iiiig t«i the Ainericnn pe«)ple. 

These Indian politiciHos proVmhIy with tlie best intentions wish tlierelore 
to force |>rohibition on India, forgetting that romljtions in thi.s country are 
very different irtufj iluts.t of America, and iluit what iipphM u> Anierica 
caimot fHiri pa$itu apply to linlia, 

])l VKItcaKNT CONIUTIONH . 

For instance, India, like Ainerica, has an en(»rmous coastdine which 
must la* closely w^atcheii and guarded if smuggling i» not to take {ilaee on 
a grand stale, supposing that prcdiihition comes to pans. Those who arc 
in toucli with current eventn w^ill have noiicetl how in apite of her exceeilingly 
pr»werful navy the United has not succtHahsI in preventing the aniiig- 

gling of alcoholic liquors on a largo scale. Imlin has no navy of her owti, 
•or cvcff will have a navy large iumugh tt# keijp a constant and uriintorrupteri 
vigil over her long length of con.^t from (Calcutta to Karachi, |>o Indian 
politicians then expect tlie British navy which is maintnine^l for the defence, 
in tiinea of danger and c»f war, of the wlmle British Kinptre (including India 
of course) to undertake the duty of In^ating off the smugglers from tile Bay 
of Bengal and the Arabian SeaP Or again, is India prepared to shoulder 
ill© exist of a navy of her own arlequat© to her n^xxls from an ©xchcxiuer which 
has I>eon deplet^xl by the h>ss of that considerable rovenue at preeent 
derive<I from alcoholic liquors P Do the fmlitidans in India who favour 
prohibition think for a moment that the country, that is, the vast maaaes 
of the people comprising the agricultural and industrial laliourers who, after 
aD, form the majority of the population of India and to whom drinking 
is not only not a sin but soraetinusi enters into their religious ohiMirvances, 
do Indian politicians think for a moment that these people would put up 
with extra taxation for the sake of an ideal in w hich they do not believe P 

Am noma. 

And this is but one among the many reasons wdiy prohibition is not a 
practical propoaition in India. In India, there are far more facilities for 
illicit distillation than exist in America, and in the event of a prohibitionary 
law being passed, it would require an army of excise and cusionts officiala 
as large as Attila’s hordes to attempt to carry out the duties that would fall 
on these departments. The increase in the excise staff would lie so stupendous 
that it is doubtful wdictber the literate classes could furntsh the necessary 
number of recruits. Can India afford to convert the Excise Department, now 
a flouree of considerable revenue, into wbai mimt be one of ibe heaviest 
Amrmm the exchequer would have to face? Then again, owing to the, 
sptead of the non-o(M>peration smd Akali movenieiita, lawlesunesi, partkiilair* 
ly awotig the illiterate rustics is ai a premium. Under tlieae clieittiMtaiioea, 
witat <diance does a prohibition law «t«iid of being obeyed, eipeniaBy when 
it rmm coonter to ike people’s wiahea and cnstonief Indian poUticiaiis 
before rushing blindly to foUow Ameriea’a lead would do well to ommid^ 
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calmly the practical difficulties in their path and ask themselves whether the 
enforcement of prohibition on India is not a Utopian dream rather than 
a feasible possibility. 

The inherent difficulties in the way of introducing prohibition in any 
administration in India were strikingly referred to by Sir Ali Imam, late 
Prime Minister of Hyderabad, in a speech delivered by him at the annual 
meeting of the Anglo-Indian Temperance Association held in May this year 
at the Caxton Hall, Westminster. Sir Ali Imam referring in the course of 
his speech to his experience as Prime Minister of Hyderabad said the executive 
control in that State was absolute; all the departments of State were under 
his care, and he had absolute power to deal with them as he chose. Having 
all those powers, he began to think was it possible for him by a stroke of 
the pen to shut up all the liquor shops and by magic make a new moral world ? 
On reflection he found that was an impassibility; and he claimed that to-day 
if they had in British India absolute Home Rule, even then the legislation 
with the best motives could not eradicate the drink evil without they had 
spiritual action. He had the power and he could have passed an order to 
eradicate the traffic, he could have increased the revenue by adopting au 
income-tax and a land tax. It was not the consideration of finance that 
V)revented him taking that action. What prevented him was this: if he had 
shut up all the liquor shops and stopped the distillation of drink and said 
that the liquor evil had gone out of the country it would not have been 
so. The fact was that opportunities for illicit distillation were so numerous 
that if the liquor shops were closed, in every home, in the privacy of the 
house, and even in the zenanas, private distilleries would be put up and 
drinking would go on. What he was trying to show was that while he believed 
that legislation could go a long way towards helping temperance reform, 
and that the question of drink should be in the hands of the people of India 
to decide for themselves, they must not delude themselves that once that 
state of affairs came about they would really have got over the trouble 
of eradication of drink from the country. 

At the same meeting Mr. Hope Simpson, if.p., who has spent several 
years in India, touching on the same subject remarked that while in India 
they might arrange for prohibition in the towns and prevent the production 
of spirits from the still, they could not prevent the native in the country 
cUiiibing a tree and making a hole in it and getting his toddy in that way. 
That was going to be their ultimate difficulty. 

We commend these home truths, from those who are in a position to 
know what they are talking about, to those zealots in this country who 
fondly imagine that prohibition means the abolition of drink. It does not. 
All it means is that the traffic is driven underground where the remedy 
would be worse than the disease. 

The prohibition controversy. 

As is generally recognised, prohibition in America has by no means been 
an unqualifled success. Inde€^, competent and impartial observers have 
ileclared that the enforcement of prohibition in the United States has not 
only been a failure, but has proved and is proving a veritable farce and 
fraud. Of course, the ** Pussyfoots,” that is, those who have been respon- 
sible for the enactment of the law, stoutly deny it, and asseverate that things 
are aiot so bad in the States as they are painted. 

The truth. 

Below we reproduce the salient points of an important article about ilie 
truth of American prohibition, contributed to the Weekly Despatch, dated 4th 
May 1824, by Lo^ Birkenhead. His Lordship has held Cabinet Rank, 
having b^n Lord Chanodilor in the Coalition Gk>veniiiient in Sngland. 
He still oooupies a very high judicial position, being a Member of the 
Appellate Court of the House of Lords. Because of his judicial position his 
obserrations will carry oonvietion and oommand respect. 
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UkIQUI fStmiOMT. 

In this connection, the folicnring testimony to the tnith nail impartiality 
of his Lordship's observations comes in very appropriately. A New Tork 
message states that the House of Representatives Committee on the alooholio 
liquor traffic has appointed a Suh^mmittee to investigate the saorses 
or failure of prohibition. The Sub-Committee has lieen instrueted to 
inquire into every phase of the question and eapecMly fo asrrrfatfi uAef^er 
the coMumpiion of liquift has inermsed and to what ertmt, siner iirohibifioa 
catnr info farce *\ Comment on the above^ as the Americans would tay» 
is unnecessary. 

liORlI BlRKSKHaAD S ARTirtK. 

Lord Birkenhead writing in the Weekly J)es|Mifrh almut the truth at 
American prohibition, wiys: — 

The importance and the vividness of the controversy which prohibition 
excites in the rnite<! Static to-day is imperfectly exhibited in their press. 
I was on iny recent vi»it for nearly three tnoriUis in the I'nited States. 1 
can hardly recall one single meal in which the topic of prohibition was 
successfully avoided." ^ 

Qi'KsTioN or ExrxnixNCT. 

Alc^ohol has been uned in one form or another almost from the twilight 
of the human nice. The plain truth appeam Ui he tliat alcohol used in 
moderation is a very agreeable addition to the anumtiies of life. I Hiill 
remember the latc^ I^ord HalsVmry at a dinner which I gave when Lord 
-Clmnc^llor to the judges of Belgium drinking two glasmai of champagne and 
a glass of port, in his 97th 3 'ear. It is equally true that the abuse of alcohol 
has through the ages encouraged vice, promoM crime, and induced the ruin, 
moral and physical, of weak persons. But it is quite certain that the 
controversy will continue, because it is founded upon fundamental disparities 
of temperament in human nature. 

Two gmsTiows. 

It is evident that two questions require an honest an<l informeil answer 
before one can reach even a provisional conclusion upon this most difilcult 
problem : 

(1> Has it on the whole succeeded in attaining its |>rofeased obj««?t — 
namely, that of stamping out the sale, distribution, transpor- 
tation, and consumption of alcoholic liquor P 
(2) If it has not so siicceecled, what are tlie conse<|uenC4Mi of that failure, 
and what inferences are to l>e drawn from that failure in 
relation to the moral aim attempted f 

Let me attempt to examine in general tenna the answer whidi muat, I 
iLsnk, b* made almost without risk or controversy to the first of these 
questions. It must be made in general terms because a grateful guest 
entertained by kind hosts under difficult eircumtiancea may be excused for 
the employment cl some alight reticence. 

Class LnoisLAtioK. 

This may be plainly said by me— because it is everywhere plainly said 
in the UniM Siatea— that this is a law which plainly <^peratea in favour of 
ibe rich, and plainly operates against the poor. 

It is, I think, on the whole true that the working dames of tha f'nited 
States do better work under prehtbi^n than th^ did hefewe* Larger 
wumhers of them return to work on Monday morning* Sudi an arrangement 
Is doiibtlew fidmirahle frum the point ef view of an employer of mmr. 



^ho had his own cellar laid down upon a mnnifirent scale in the days before 
prohibition, and who has nothing to lose and everything to gain by the 
enforced sobriety of his employees. But while 1 am not disposed to dispute 
the solid gain which has accrued to industrial efficiency from prohibition, 
even here a sombre and different picture must be drawn. 


Wood Axxtobol Poison'. 

It is not given to all men, even to working men, to withdraw themselves 
absolutely from the attraction of alcohol, just as it is not given to all rich 
men. And even during the short time in which I was in the United States 
1 road of thirty-four different cases in whicli poor men, who had no cellars, 
had perished by drinking poisoned alcohol. 

So great, indeed, was the alarm that was created by these repeated and 
most tragic casualties, that in many towns the existing public agencies for 
determining the purity of substances submitted to them had been enormously 
expanded in order to deal with the submission for test and certification of 
alcohol illegally obtained, or illegally manufactured, which the consumer 
would not accept: until it was vouched by tho j)ublir analyst. And this ann^ 
lysis, be it ub>?orved, was conducted by public authority and in circumstances 
which made it indi.sputable that the increased activity was both understood 
and approved. 


Failure to expel alcohol. 

I ai)ply my.self now to the broad fpiestion. Has or has not prohibition 
expelled alcohol from the United States? The answer is notorious. It 
unquestionably has not, It is quite true that there are many small towns, 
and many more villages, where it is impos-dble to obtain alcohol. But in my 
journeys through the towns, where I always in a .sj>irit of social curiosity 
asked the question, I was invariably informed that prohibition was not 
very strictly enforced there, but that if you went to another town (whose 
name was obligingly given) you would there find that its full enforcement 
was effective. 

A practical commentary upon the success of the United States’ authori- 
ties in excluding alcohol is to be found in the fact that the best Scotch 
whiskey was only 6d. n bottle dearer in New York than in Montreal. And 
this was not supplie<l through dangerous channels, but by a mo.st respected 
bootlegger who, to my knowledge, belonged to at least one good club in 
New York. 

The real truth is that when you have a population of nearly one hundred 
millions, of whom at least some millions desire to enjoy a form of refresh- 
ment which is exhilarating, and which many people have enjoyed since the- 
dawn of the world ; when that country' has thousands of miles of boundary, 
from the Dominion of Canada in the north to Mexico in the south; when it 
is additionally handicapped by having I know not how many thousand miles 
of maritime access; when the trade is profitable beyond the dreams of avarice; 
no Government, however resolute, however wealthy, however equipped, could 
ever enforce such an exclusion. 

Spasmodic efforts are from time to time made. Meetings of Governors 
are convened. Perhaps all the Governors are not unanimous. The police 
force of a great city is completely and publicly purged. But nothhig very 
effective is done. Nor, inde^, could anything very eff^ive be oonceived. 

New York State has already formally withdrawn its own very great 
resources from any attempt to enforce the law* of prohibition. I am told 
that other States are ooutemplating or hare already adopted similar action. 
To employ the Federal strengUi in ihese State quarrels would impose a bttrdefir 
uppu the Federal authorities which even td the rSsohrces of America 
be formidable. ^ 
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FbOM CAMVO&NIA's VlKKTAAlva. 

Nor luust it b© assuxiied that the fnndaiiiental difflctihies in the enforce* 
ment of prohibition proceed entirely from the difileititieii of mtereopting 
smuggled alcxihol. 

The very reaouroes of nature ate enlisted against him who would dry up 
the gifU ol nature. A chemist can producr© alcohol by Imring a small hola 
in a ripe apple and exposing it to the sun’s rays for a auAcient period. 
Home-brewed beers of excellent quality — for 1 hare teate«i them — are common 
on the farms of the Middle West; though I think that on the whole the 
lahonrera drink less of them than the farmem do. Apple-jack^ a potent 
liquor stronger than old brandy, is a wmmon subject of riirnl prtKiuction. 

But the most singular ilhiairititon of alt is furnished by the cnse of 
California. When it iM^eatne known ihut prohibition was certain to smc<xH‘d, 
a most disastrous slump imnuHliately occurrexi in tho vine-yards of California. 
These were quoted am! sold at al>out 40 per cent of their prt*-wwr values. 
4tid indeed everybody assumed that in tho austere n$gimo whi(^h was to n^orra 
American life these vineyards, had e.\hu listed alike their moral and material 
utility. 

What has happened since? Thi* same lands are iRUiig sold to-xlay -and 
not for the purposes of gr4iii ing grain — at a higher price ttuili they were sold 
for in the year Wfort* prohiV)iti<»n liecamc* a law of the land. There is no 
reason to suppose that the American appetitf for grapes as such has greatly 
increased in the interval. The plain and univ©rsail> a<lmitted truth is that 
the Calif orni fin grapes are being distrihuicHl all over tho continent fur tha 
purposes of private wine presses. 

I myself met fire different American citisens of tho highest position and 
raspectahility — men of whom «ny country might be proud — who told m© 
that they imported grapes from Califi>rnia and wdne-makers from Italy, in 
order that their respective ages might not lie (*ompeUed to depart by what 
4hey regarded as an intolerant tyranny from lifelong habits. 

ThK nXSCLTS SCMMAltlSin. 

I summarise, therefore, the answer to the first question which 1 have 
4>ropo«ed by saying: 

(1) That nearly every rich man in the ITnited Btates has a pro-prohi- 

bition cellar which will last him for many years. The possession, 
it is true, is an anxious one. for it m almoat invariably protected 
by armed guards at night. 

(2) That no jioor man ba.s such a cellar. 

(3) That the rich man can reinforce his supply Yiecanse he can affonf 

to pay an ahsohitely reliable bootlegger. 

(4) That the poor man, if he decidf^ to drink, must take lerrible risks, 

Wause the kind of bootlegger open to him is less expensive 
and less diw'nminaiing. 

(5) That apart from Ixiotlegging and smuf^ling, the consumption of 

alcohal upon an immense scale takes place in the United Btatef 
of America. 

(6) It naturally happens that the proceeds of that consumption accroa 

almost entirely to those wiio have the wit to contrive it and 
the reaources to establish it. 

(7) That no one who is careful, prudent and equipped with money 

need fail to obtain reliable alcohol at a comparatively reasonable 
price in any great city in the United States of America to-day. 

Thx coNstqtTKjcffga, 

ft remains now to consider tke second question, v«., what are the coa* 
aequencee the failure of pFrohibition to stamp out the sale and cottstunp^ 
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tion of alcoholic liquor; and what inferencaa are to be drawn from that 
failnre in relation to the moral aim attempted? 

Although the failure is almost unirersally conceded, it must not, therefore, 
he assumed that in the pecuUar circumstances which exist in the UnitM 
States the Prohibition Act will be repealed. Nothing appears to me less 
likely. 

It is indeed true that there exists a considerable movement in favour of 
allowing the consumption of light wines and beers. Such a change is no doubt 
recommended those who advocate it by the fact that it oould be effected 
by a modification in the Schedule of the Volstead Act without undertaking 
the almost impossible t^k of amending, in the cumbrous method which alone 
is possible, the Constitution. But 1 do not think that even this slight 
modification is likely t<i lie attempted. 

Achohh the bordxb. 

It is proper now tij examine the larger question. What is the prospect 
that prohibition will in toto be repealed; and that the United States will 
now or hereafter regain in this respect the social freedom which is enjoyed 
by every other country in the world? 

We cannot, . course, reason from the experience of the Dominion of 
Canada. That country, indeed, succumbed, except where the sturdy common 
sense of the French population of Quebec proved an obstacle too strong for 
conquest by the wave of emotionalism which swept over the United Statea. 
But it has been changing its mind ever since, and has given in nearly every 
province practical expression to these changes. 

Indeed, the comfortable material advantages afforded to a population 
where alcohol can he obtained by contiguity, over a Ijoundary of thousands 
of miles, with an infinite and thirsty population, w’here it cannot be procured, 
have prmiuced the result which any reasonable man would have expected. 
Montreal, for instance, has l)ecome a very favourite place for long week-end 
visits by citizens of the United States. And the experience of Montreal is 
being repeated on a smaller scale in every Canadian centre, urban or rural, 
which affords the prospect of a pleasurable and refreshing visit. 

In Canapa. 

The system which prevails in most parts of the Dominion is that of sale 
by the Government. Wine, indeed, including champagne and beer, can be 
obtained at any restaurant or hotel. Spirits can only be obtained at a 
Government shop. Only one bottle is allowed upon a single visit. But the 
visitor, if his need be great, is permitted to repeat his visit with the same 
fruitful consequence. Bo that if a man wants six bottles of whisky he must 
send his servant six times to the Government shop. 

The method is perhaps a little more clumsy, but the result ultimately 
obtained is not very distinguishable from the easy system to which we are 
accustomed at home. 

So much money has been made in the Dominion of Canada, directly or 
indirectly, as the result of prohibition in the States, that financial conditions 
in the only great Province which still remains dry are imperiously suggesting 
a change in the present law. I am inclined to believe that ahnnst by the 
tiifie these words appear in print it will be found that the whole of the 
Dominion of Canada has recoiled from this biaarre experiment. 

New Ahbbicak Inuvstrt. 

Reference has already been made to that new American industry— bootleg* 
ging. The reeources of that indus^, its ingenuity, its ramifications, its 
influence, and its organisation, are little if at all understood in this oountry; 

I doubt even whether they are completely appreciated in the United State. 
An^ for the first time in the history of any oountry the whole influence of 
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the drink trade—now an illegitimate^ not a Wgiiiniate trade-*it throwa 
upon the aide of fanatical teetotaliam. 1 araa indeed informed, and upon 
credible authority, that many hooUeggera’ chequea, deeoronaly masked, of 
course, help to swell the funds of prohibition. 

Ck>aid a situation more saragely ironical be concetredF A system was 
imposed upon vast numbers of American ciiiaene— whether a majority or a 
minority matters in this connection not st all — which they re^l as tyrsonoui. 
The drink trade resisted it, but rainly, in all its organised strength. The 
result is Uiat the drink tr^e is to-dsy enthroned in greater streti|{tli and 
hardly less wealth than before, though its actirities hare been driven to 
illegitimate and subterranean cnannek. 

Just because the profits of this trade are so stupendouH those who carry It 
on prefer the existing system, with all its risks. U> the doubtful chsiic^ of 
reversion to the old practice. And for this resAon they sre Uie most for* 
midable. if they are the most silent, allies of prohibition in the Tiiited 
Btates of America. 


Brkxiiinq niSRKsrncT roR i.aw. 

The American nation has in the main always l>eeii admirably law«abiding. 
The framers of their Constitution and their High Judges perceived with 
unswerving clearness of vision that respect for law is the very foundation 
of civilisation. An<i n nation cannot respect the las* it hreaks. For it is 
one majestic whole. Its reputation, its binding fort'e, thgKjreverence which 
citisens entertain for it, depend, not upon one out of the thousand angular 
aspects : they depend and always will depend upon the general rtavignittoa 
that ** It is the Law and because tf is, the Law must he obeyed 

You can no more attempt reverence for the law as a a*hole while segre- 
gating one department from that whole as foolish, indefensthle and thetofors 
riolable, than you can say of a citiseii that he is a man of the most admirabta 
moral character, hut that he unfortunately suffers from occaaional homicidal 
impulses. 

Those who forc6<l prcdiibitioii upon the American people did it with the 
full knowledge that millions of their fellow-<rountryraen would repel it as a 
tyrannous injustice. 

My bootijmiorb.” 

What is the commiuence? In every large city the law is openly violat>ed, 
Citisens of Uie highest consequence, who have never violated any other law, 
openly and even smilingly a^lmit that they recognise no obligation under thia 
law. Many restaurants in large cities place alcohol upon their tables with 
the same openness as is to be observed at the Carlton liestaurant in London. 
Men and women of the highest position of>en)y use Uie eapreaaton ** my 
bootlegger.*' 

It is indeed a notorious fact that the exports of BcoUrh whisky from one 
great English house to the ITniteil States of America ha%'e actually increaaeil 
since the adoption of prohibition. 

Surely the results so far as they have so far emerged from this experiment 
justify the conclusion that where one is dealing with self-relating actions, 
the only moral conquests which are either valuable or attainable are th^ 
which are gained upon ronscienoe through conviction ; and that a law wbtdl 
intolerantly imposes upon adnit citisens an abstinemw which they dislike, 
by prescription which they consider tyrannous, can never effect permanent 
improvement in human morsls. 


(I) The cnrrent repm^ of the Punjab Sxctse Department soys The 
reporiM of all the districts in the oentral and eastern fmrts of tbe province bear 
testimony to the increase in itlicit distillation and this testimony is su|]»ported 
by tJie fi^ that there has been a greet Increase in ihe nomber of conviciions, 
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JkHhoagh even yet the nuinher of convioiione bears a very small proportion Ur 
^e whole amount of illicit distillation that has been carried on throughout 

the province The high price of liquor has also encouraged illicit dis* 

tiilation on a commercial scale 

(2) In Salem town in tne Madras Presidency, an experiment at prohibition 
was carried out by the Excise authorities for three years and the results 
showed ** that the consumption of liquor in the town shops decreased but 
that in the adjacent rural shops increased enormously ; the number of 
oftences against the excise laws which were detected increased and there were 
other indications that malpracttces wjare widely prevalent within the town. 
The removal of shops outside the town and the reduction in the number set 
up an aggravated form of public nuisance in places where it did not exist 
before, concentrated drinking, caused congestion in shops and created a situ- 
ation which rendered effective police and departmental supervision inipracti- 
cable, DninkenntfSH vierely intreased,*' 

(3) III the Central Provinces, “the intensive policy adopted by tlie Excise 

Depart merit in the attainment of the goal of prohibition has resulted in seve- 
ral riots, niiinorous assaults on the police and excise staff In parts with 

a goodly supply of the mowha^ a new type of criminal has sprung up in the 
person of the illicit distiller ”, 

(4 ) Amritsar in the Punjab has had the ‘Mdessings ** of prohibition now 
for some years and this is what the Deputy Commissioner of Amritsar has to 
say about it: am inclined to think that prohibitive retail prices and the 

restricted faciliffe's have resulted in the excise being faced with a preventive 
problem beyond its power. The issue of about 35, (XK) gallons of spirit to a 
population of close on a million persons with habits such as the people of this 
disti ict have, is not commensurate with the probable actual consumption. It 
is probable that the consumption of illicit spirit is not less than that of the 

licit spirit Illicit distillation is known to l>e prevalent throughout the 

district to an extent with which the Excise staff is unable to cope.’’ 


Exhibit D.* 

fVITI) As regards alcoholic liquors, the customs returns show that any at- 
tempt to increase the import duty on wines would almost certainly result in 
an actual loss of revenue, but as regards ale and beer, liqueurs and spirits, 
although we should have preferred to have waited another year before raising 
the duties further, wo cannot afford to neglect any possible increase of revenue 
in the coming year, however small. Moreover, when w'e are proposing heavy 
additional taxation, affecting many necessaries of life, we think it is all the 
more imperative to take from alcohol the maximum revenue possible. We 
accordingly profiose nii increase of approximately 20 per cent in the duties 
on all alcoholic liquors, except w'ines, yielding an extra revenue of 30 lakhs.^ 


Exhibit E. 

Blxiract, page S51S, from the Minutes of the Legislative Assembly held on Slst 

March 19SS. 

I'he Mon’ble Mr. C. A. Innes. 

« * • * • ' • « 

The House will remember the history of these liquor duties. We have in- 
creased them out of all recognition in the last six years. In 1916, for instance, 
the duty on spirits was Rs. 9-0 per gallon. We raised it then to Bs. 11-4. 
Last year we raised it from Rs. 11-4 to Bs. 18-12, and now we have raised 
it again to Rs. 21-14. I may tett the House that, though we have made 
only a small increase in the duties on spirits, we made tihat increase with very 
considerable hesitatiem ; because last year, when we added 50 per cent to these 

*For Exhibit 0 see footnote on page 269. 
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liqttnr duties, I mm afraid that we put a eonstderable check upon the Aade, 
and that ohe^, Irem the revenue point of view, is to be deplored* 1 have the 
figures here. In 1921, imj>orts of spirits decreased by 600,000 galkimj iiii|iorts 
of wines decreased by ld5,lX)0 gallons* Wo felt doubtful whether we weio 
justified in making any increase to tlie duty, but we took the risk in the hppe 
that we should the amount which we ha%^o hudgtded for* But I am per* 
fectly sure that if wo accept Mr. Haji Wajib-ud-diu's motion and <ioubIe this 
duty, wo shall be setting up the law of dituinislung returns* and instead uf 
getting an increasinl revenue, %ve shall gt*t a very considerable dtHrease of 
revenue. I hope, therefore, that the House will not accept this air*nulment, 
looking purely to the revenue point of view. 


Exhibit F. 

Extractf page S513, fntm the Minufes o/ the Legislative A^’fsrfythlg hrUi on 

^/affh am. 

The Hon. Sir Mnlrolrn Hailey: Sir, I am finite willing to grant Sir Dev a 
Prasad^s point that revenue considerations cannot littve undividiHi hwny in 
the Tlndgct. As he hiiuseU sny^, we havf» not allowed that inuIividtMj sway in 
our previous disen’^sif>!ts. l^u. on ihe other hand* 1 put it to him — and he ?m 
doubt knows (he facts of the case — that the import of spirits of this class has 
very little to do indeed with the genera! temi>erance question us it ntfects the 
ronniry. The counny at largfs of cours**, dm^s not drink the imported spirit. 
We are dealing only with that sfurit, and therefore I ihinly^^ lire justilied in 
putting a good deni, if rmt entire prominence. f>n the revenue a-spiMU^s of tlio 
case. Now what have we flone 1916 in tins respect I'he duty on per* 

turne*! spirit has boon increjused by 1^7 per cent ; the duty on Hc}Uour» by D'il 
per wnt ; the duty on spirit by 2M per (*cnt. Now, it is a well known law in 
these matters, that if you ijuroaso taxation by tof) rapid stage?*, wilhot^t 
giving the consumer time to hccuhioiii hinvHeU to Uu» increased prices, you do 
yourself injury from the re>entie point of view. ] put it to tbt* HmiH** that 
the figures which 1 have quoted, showing the great increases in taxation simn) 
1910. justify us in claiming that we khoiild not make u further increane in (hr 
next year on the scale put forward by the Mover of thi» moitoii. Hut 4 ho 
ground is tliai if we do so we shall intallibly lose reveime nnd we shall not in 
any way afreet tin? general cauM3 of temi>eraiK.?o in the country. 


Mr. BaUingall gave oral evidence ae follows t ~ 

The Prcfidnit. Q, — T take it that you ar«^ in no way objtHding to any pro- 
posal*! for prohibition or temperance. 

.4.— -W© have no objwtions to anything in the line of real temtieranw. Wa 
would strongly oppose any prohibition legislation, not only from onr oivii 
interests, but also on moral grounds and as a matter of principle. 

— Dot you begin your statement by saying that the policy of prohibition 
may be introduced in iocalities. Does that not imply your acceptance of tha 
policy of prohibition? 

A. — No, the word •'may*' is open to misinterpretation. We mean it is 
possible that the policy of prohibition may ho jntrwinced. We say, where it 
t.lready has been, in the second paragraph. 

Q . — Your objection to prohibition really is that it is not practicable, not 
that it is not reducing the drinking. 

4. — We contend that it never will; it will only reduce drinking up to a 
certain point. Certain types of legislation which are explained an the pam- 
phlet (Eachibit A) will restrict drinking to a certain degree. Once you paits 
that degree, and make it too difficult for the man who has been accustomed to 
drink, to get it bv licit means, he wilLget it by .foul means. Onr contention 
is that by pushing extreme “ temperance down people's throats you will on^y 



the tmde which is at praaent controlled, into undeairahle hands. That 
has been the experience in practically erery country whidi has tried prohlhi* 
tion. 

I)r. Paranjj^e. Q. — ^It is poasiMe that people who are habituated to drink 
may resort to illegal or illicit diatilla^on. The object of having prohibition 
legislation is rather to raise up a s^eration of people who have not tasted 
drink and who will therefore be entirely free from the taint of drink. Don’t 
you think there is a point in this? 

A , — There is, theoretically; in practice it has not been borne out. If you 
read the diderent reporta issued by the Prime Minister of Iceland, you will 
find that during the period of prohibition in Iceland they had far more trouble 
from the youth of the country than they had from the adults who had been 
accustomed to alcohol all along. 

Sir Percy Thompson. Q. — Is it not the case in Newfoundland too? 

A. — I believe so. From the facts described in the Iceland report one would 

g ather that it is impossible to legislate against what people consider a lawful 
abit. 

Dr. Paranipye, Q . — ^The younger population will come to regard it as an un- 
lawful habit. 

A. — ^The very fact that in getting a drink one is breaking the law will 
appeal more to youths than to adults. That is borne out in the Prime 
Miniiter of Iceland’s notes. You will never be able to eliminate alcohol to 
such an extent as to prevent youth knowing the pleasures of it. 

The President. Q. — In Iceland the actual leaders of the agitation for 
prohibition were the people who moved the amendment? 

A . — Exactly. 

Dr. Paranjpye. Q. — Your thesis will practically mean the abrogation of all 
criminal law altogether? 

A. — No. 

The President. Q . — Your point is that the present policy in India is 
reducing revenue, but not reducing drink. 

A. — That is just what it amounts to. It has reduced consumption to a 
certain extent. 

Q, — But there is very large illicit consumption taking place. You say so 
later in your reply. 

A . — ^There is in country spirit. I am now arguing against prohibition and, 
although 1 represent foreign liquor, in my arguments against prohibition in 
this country in respect of illicit consumption 1 have to fall back on the parti- 
culars 1 have about country spirit. 

The reduction of foreign liquor on account of the policy of Government haa 
been stupendous. Since 1920-21 it has fallen from 1,227,000 gallons, by nearly 
a third. 

Dr. Paranjpye. Q . — At any rate there is not much chance of illicit distil- 
lation of foreign liquor. 

A . — ^That is impossible ; but you have the locally made imitations of foreign 
liquors. 

Q . — Has the consumption of country made foreign liquor gone up? 

A . — I do not think so. 

Q * — At any rate the temperance policy has been successful in reducing th« 
consumption of locally-made foreign liquor. 

A.*— It has reduced the consumption of foreign liquor. 

Q . — ^Is there no off-set in the way of Illicit consumption? 

A . — ^There may be an increase of consumption of the lowest grades of 
German spirit and the cheapest liquors. 

9«”^^bere has been illicit distillation of a luxury spirit as well as of a 
plain spirit ? 
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A. — The Comminnioneni* reports I Ii*t« re*€l do not indUcnto in vkto^HiaUy 
there has been illicit distillation. Eve^ rep<Mrt I have read reoenilf how* 
erer, is very strong on the point of illicit distillation in ewy prorince. 

Ihe following figures show the drop in imports of whisky and brandy 
since 1920 ; — 


Daring 1920-21 the imports were 
Neart year thay fell to 
Next year they went up to 
And the next year to 


Gallons. 

. 1,227,000 
. 837,900 

. 869,000 

. 876,000 


If this year the imports for the last two months are on the same ratio as those 
for the first ten months, they will drop by 60,000 gallons. 

The President, Q, — Art^ these spirits P 

A. — Whisky ami brandy, Ijotidon proof gallotis. 

Sir Percy Thompson. Q . — 1920 was a boom year. 

A. — Yes, 1920-21 was the boom year. But the import duty then was only 
11*4 per proof gallon. In 1921-22 the duty was put up to 18 12 and the follow- 
ing year to 21.14. 

Q , — Has not the ronsumption of whisky and brandy sinct« the duty was put 
up fallen off in England aliiiost to the same degrtn^ as eoinpart^l with 1920y 


A. — It was before that. Mr. Lloyd George put up the duty first of ail 
al»oiit 1908 to 145. IW. then it rane to 725. tk/. during 4llie War. Another 
important fact atfw'ting coiimmij^tifin w^as that there was no tlmtillatioti at 
luuTie of malt whi.skies during the war |H*rifKl. and 85 per cent, of the distil- 
lation of grain whiskieH went to iniiiiition.H. The distillerieH were allowed 
lay down only 15 per f‘ent. of their output. 

Q . — Now it has reacheil normal. But has not the eoiisum|»iioti of spirit in 
England fallen off by something approaching per c*eni. ns (Hutipared with 
1913-1914? 

A. — I could not answer that. 

Q , — The imports were very high in 1920; is that a fair year to take? 

A. — As regards India, I do not think it is an unfair year to take. Though 
it was a boom year* there were factors which temded to diminish imports. The 
supply from Sc'oilaiul and Ireland was restricUnl, and again freught was res- 
tricted. 1 know' one? big firm here, who represcuit Johtinio Walker, who at one 
time could not get any more than thejr fiaenJ ration. 

The president. Q . — You say that these figures represent cN:)nsumption. 

A, — ^They are imiK>rtM of whisky and brandy into India during thoac^ years-— 
import entries. 

Q . — ^That would hardly be consumption. 

A. — It is very close to it. 

Sir Percy Thompson. Q. — What I am suggesting b that, if you take the 
year 1920, first of all it was a boom year; a year of comparatively low duty, 
and on the other hand, there are the factors you mention. Is it not fairer to 
take a year like 1913? 

A. — 1 should think so. 

Q . — If you take 1913, has the consumption fallen ? 

A. — I couldn’t tell you; I have only got the figures since the war period* 

Q . — 1 think it is fair to take the year 1913, liecause if you take 1920 yoii 
cannot say what the effect is. 

A. — One of our appendices, you will find, attributes Uie decrease to the very 
big increase in duty and license fees. 

The President, Q , — ^You refer in your statement to a Temperance Bill in* 
trodneed in the Assam Legislative Connellf 

A.— That is still in the Committee stage. 
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»u$wer to questioti No. 62i^ you saj that a policy of total pitihibitioii 
iroiu^ certainly entail a loss of rerentie and also ineritahly make necessary a 
huge expenditure for its enforcement. Can yon give us any instanoee of the 
eort of expenditure involved in other countries that have adopted prohibition P 

•A. — I cannot quote iigures. I do not think yon can put any wei|^ on the 
figures of cost in America. America is the only country, 1 believe, that has 
published any figures. One can see the policing that will be ueoessazy in India 
if prohibition were enforced. 

Q , — One of your extracts points out that the bootleggers themselves sup- 
port prohibition, because prohibition pays them. 

A, — It is very profitable. The report of the debate in the Central Provinces 
Council shows too that attempts to enforce such policy would lead to continual 
friction between the people and the Police and the Excise Departments of 
Government. 

Q . — In your reply to questions Nos. (14 and 67, you refer to the replacement 
of wholesome spirits by very much less desiral>le commodities in the shape of 
country spirits and German spirits. Have you any figures to prove that? 

.4. — No; the only figures I have are out of date. They are rather difficult 
to get. Bombay seems to be the port where most of the German spirit comes 
m. From 1st April 1922 to Slst March 1923 Bombay imported half a lakh of 
gallons from Germany alone. 

Q , — ^Have you any evidence to show that the spirit is more harmful? 

4. — The great difference between German spirit and Scotch whisky apart 
from quality is in age. The proof that the whisky-makers usually give that 
German spirit ii^^ioro harmful is one’s feelings the morning after having 
taken it. 

Q . — Will German spirit improve by keeping.^ 

.4 . — Probably by being kept in good wood. 

Q . — You have no experience of Sir Charles Bedford’s enquiry. The general 
conclusion of the enquiry w’as that if you had a headache in the morning, that 
\xt\H bocaiise you had taken too inueh. 

4, — Undoubtedly there are spirits of variously harmful degrees. What the 
whisky trader bos alw^ays contended is that a chemist cannot make good old 
whisky ; nothing will displace maturity, but we do not know' why. 

Sir Percy Thomjfson. Q. — A good deal of it is due to fusel oil? 

A , — It is one of the most harmful ingredients in a young malt whisky. It 
is partly eliminated by maturing and the continuous action of the air and it 
gradually disappears or goes into the wood. It is the fusel oil in an old malt 
♦^hat helps to give the pleasant flavour. 

The Presulent. Q , — You suggest that the taxation of foreign liquors sliould 
be solely the concern of the Government of India, as treatment of the matter 
must be uniform throughout the country if great confusion is not to arise as 
the result of varying conditions in neighbouring provinces. Have you any 
instances to give us of confusion that has arisen? 

4 . — ^At present in Bengal we have gone away from the old system of license 
fees. The old system used to be a flat fee assessed by the Excise Department 
on sales. Now they put on an Excise tax of 2 annas a bottle on spirits and 
half an anna a bottle on beer, irrespective of the strength. That works out 
at Us. 1-8 a cose of whisky and the .same for beer. The only other province 

* Below I give a quotation from the Wine Trade Review of 24th October 
last. 

** Prohibition headquarters in America state that the enforoemeut of prohi- 
bition has cost the lives of 37 Federal agents and £10,000,000. Over 60 
bootjoggers are known to have been killed, Uiey state, by Federal agents and 
coast guards. Double or treble this number have been killed if the activities 
of State, country, and municipal officers are included. Prohibition officials 
say that enforcement is practically self-supporting, and they estimate that the 
fines amounted to £10,^1,000. Liquor to the v^ue of 000, 000 has been 
^seised, but most of it has been destroyed.’' 




that has followed on these lines is the Oentrsl Proriiicee ; their hare rsiioiae 
rates, but th^ maximum rates are Q annas a l>ottle oii aidrita and 1| annaa on 
beer* 

Sir Percy TAomprea* Q, — Im that for the Ucenaed vend of foreign It^uaraf 

d.— Yes, w© bar© to submit a ststemont of our monthly snhe to the pnhlic 
which are taxed at these rates. 

The Premfenf, Q , — But you say in ansacr to question No. 72 that an im* 
porter in th© Contra! Provinces pays Its. ;} |K»r ot u ines and spirits and 
Rs. 3 per case of beer, that all iosf^ have to he paid for hy the titiporisr and 
that no r€d>aU» is ulloatKi jn the ©vent of the liquor boiitg r©H?xporU'd. 

A . — That is another caa©. A foretgt\ liquor under an off lioenH© 

pays 4 annas a bottle or Its. 3 a case; that is on “ off ** snU^ to th© public. A 
forf?ign liquor liceiiMH* tinder an ** on lkH?nst», wliirh corn^spoiuls to a pnhlic 
house license, pays t> annas a bottk^, f,#\, Ki*. 4-S a ea^*, and He, a bottle 
on beer. If you have a combined “off*' and “ou" Ik^ense, you hat*© to pay 
the maximum duty on all sales. No rebate's are alloweil lor breakages or bad 
debts. If in Calcutta we get an order from a |i©rsou in ih© Ciuitral Proviiu cs, 
a*e can send him tiic goods and he pays no tax on it. The result is that the 
trader in the Central IVovinces is at a disadvantage. If this is pushed to an 
extreme, he adll linve to go out of the busines.H. 

Q , — It is only ihe retail liciuistM? in lltoigal a bo pays by tb© bof ll©^ 

A , — The sidlor to the public. We pay the tax only oiaMKiles actually made 
in Bengal. W© have to pass that on to the consumer in prictw, but w© pay to 
Government. If the trader in the Central Provinces purchaser from Calcutta, 
he does not pay. 

Q, — IXh's not ill© Central Proviiu'es Govermneut ask you to rec*ovcr the 
money for themP 

A. — ^Mo; they would have to do that through the Bengal Government. 

Q. — If you send whisky to a station master just across the border, he w^onld 
have to pay no duty and could re-ex[ ort it across the border 

A, — Yes. The policy of Government is driving people to bo dishonest. 

(>. — You cannot vary your prioes according to the provinces you supply?' 

A. — We cannot. But in flongnl if w© sell to a dull, we b ive got to charge 
the tax. If the cltif# is out, '^ide Bengal, they are not asked to pay. 

fj . — Tliey can buy from your branch in the Central Provinces!'' 

A.— If tie; sale is in the Central ProvinecH ibeii they have to pay the Cen- 
tral Provinces duty. 

Z>r. Varan iioje Q . — If your Central Provinces branch sedn it to people 
outside the Central Provinces h 

A, — ^The Central Provinct« legislation has k^en just inirruiueed a few 
months ago and I really do not know whether they will take the tax wliether 
the goc-ds are sold in the Central Provinces or outside it. 

Sir Percy Thom peon, Q , — Is there any remedy for ail this, except utttfortn 
vend fees? 

A. — ^There should He liaison Wtwwn tlie different Kxcjjie Bepartments, 

Q . — Is not the real trouble this: that as provincial Govemmetits are get* 
ting nothing on the foreign liquor oonsumed in their provinces, the people 
are lieing forced to take to country spirit on which the I’rovinctal Government 
gets quite a big sum ? 

— That may be. Bui they are unable to piMuade the consumer who ia 
aocustomed to foreign liquor to resort to country spirit. Perhaps you could 
do it in the lower strata* You would never get a dub man, for imtance, to 
drink country ram. 

The President. Have you evwr tried the whisky from the Posijabf 

A«~No. 
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Q.—Y<m Mj thAt tlie Uoenae feet have been inoreeted b^imd all retton* 
Have yon not a eliding toaleP 

A.— No. 

Q , — Your liquor lioente in Bengal it to arranged that the more you tellj the 
lett percentage of profit you will getF 

A. — I do not know. 

Q . — ^The sliding scale is this : supposing they take annas 2 a bottle on the 
first hundred ; it will be annas 3 on the next hundred ; annas 4 on the next one 
liundred and so on until on the last one hundred the whole profit is taken up. 

A. — ^That must apply to county spirit. 

Q, — You may have a provision like that. 

A. — 1 think thUt the Qovernment is now fairly well convinced that it would 
1>e dangerous to harass the legitimate trade any further. They are making it 
eo very difficult for the honest man that he will leave the business and turn 
lus capital to something else and you are going to drive the trade into hand* 
that are not desirable. That is our experience. To show how license fees 
have been increased beyond all reason, 1 quote figures sent me from one of the 
representative houses of foreign liquor importers in India. These give the 
sales, in cases, of spirits, wines, and beers from 1920 and against each year 
is also shown the amount paid in license fees. It will l>e seen that although 
sales have dropped appreciably, the amount paid in license fees has almost 
doubled within yeara.* 

Sir Percy Thompson. Q. — May I put it this way : that if you have reason- 
able cause for complaint on account of the high fees in Bengal, a fortiori the 
trader in the Central Provinces has got far more reason for complaint. 

A. — Exactly. He is very bard hit in comparison with Bengal. Then, as 
far as one can judge from the resolutions passed in Madras and Bombay, the 
Extreme Temperance Party are out to make it even more difficult there. All 
.provinces will be competing with one another as to who will kill the trade first. 

The President. Q. — You also mention the great reduction in the number 
of licenses. 

A. — Yes. That applies mainly to the reduction that has taken place as 
regards foreign liquor in the Punjab. The reduction that took place in 
Bengal was not very great ; but the Extreme Temperance party proposed this 
year at the Licensing Board n reduction of 10 per cent, in the foreign liquor 
licenses. 

Q. — ^Have the railway licenses been much reduced ? 

A.— No. 

Q . — Have you heard of any difficulty in respect of refreshment cars travell- 
ing from one province to another? 

A.— No. 

Q . — The license fee for the cars in Bombay is much higher than hero? 

A.— They pay no license fee in Bombay. 

Q. — Do they require any pass? 

A.— No. 

Q . — About illicit distillation, have yuu any experience of the use of sub- 
stitutes for liquor — say methylated spirits? 

A. — Not in this country. It is very prevalent at home. 


« 

Spirits 


Beer 

License Fees. 


(cases). 

(cases). 

(cases). 

Be. A. r. 

19S0 

48,058 

9,983 

10,912 

26,881 6 0 

JWl . . 

36,206 

8,684 

12,496 

30,180 8 <0 

1822 

30,834 

7,533 

16,529 

41,863 14 0 

1823 

21,885 

6,766 

20,477 

45,166 6 0 

1824 

21,138 

6,484 

27,821 

45,880 4 0 
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CALCUTTA. 


PmsBMT ; 

Sir CBAJU.M Todhitxtkr, K.C.S.I., I.C.S.. President, 

Sir Bijay Chanp Mahtab, G,C.I.K., K.r.S.l.» I.O.M., Mnlinriiia* 
dhiraja Bahadur of Burdwau. 

Sir PiHCY Thompson, K.B.E., C.B. 

The Hon’ble Sardar Joobndju Singh. 

Dr. R, P, Paraniptk. 


Mr. K. C. De., C.IJE., LCJS., M.L.C., Member, Bmrd of 
Revenue, Beagel, was examined. 

tHi*mnrfifntttni »*/ Mr, 7)*'. 

Q, 10. — In Bengal “ LutmI Uev«Miue ** iin ludm “ Mm^dluiieouH Land liere-* 
niie.H which ronsi.stx <if r«»v#»mi4» <h*rivi*d from the hhIi* i»f Ctovertintont laiidA^ 
value of land revenue abate<l when lands are acquired hy the CJovernment for 
a local authority, or a company, fees and 6n4»s under different land revenoa 
enaeimentH, re<iempit<>n of land revenue, ftsheriee and other receipts suoh 
as premiums on M?ttlement or mutation, pricc» of tre«*H or foes from forc'st 
produce and royalties on mineralM extractetl. The toiiil coUectioiiK of mis 
celianeous land revenue approximate less than 2 per cent of the totiit land 
revenue collection. 

Q, n. — This qut'stioii d<H*s not affect the Hoar<l of llin^eiine. 

Q. 96 , — Rent is sofiiethin^ fiayahle in cash or kind hy a tenant in return 
for the occupation of lands or premises which are the propefty of tht* lessor. 
Tax, on the other hand, is a charge on the proj>€'rty of a subject levied by a 
Government for the (iiirpose of meeting; the ctist of the adiiiiiiisiratton and ini- 
plies nothing of <lir€H*t Iwoiefit to the tux-payer besides tlie blessings of the 
administration which are ec|ually enjoyed by those who may ncd have lH!4*n 
taxed, 

Indian land revenue is therefore a rent and not a tax. 

So far as is known to this Hoard, these roiisideraiioiiH apply to all land 
revenue systems in force in different parts of India. 

Q, P7« — It depends on the incidence of land revenue on the value of the 
produce. In Bengal the inctdencre *s very small, and in the opinion ol the 
Board the prosperity of the cultivator is not affected by the land rtivenue 
either in samindari or in raiyatwari estates. 

Q. 9S , — ^The Board cannot concur in the criticiam quciied for ^he foUcnsiiiit 
reasons : — 

(t) Although the land revenue atseasroenU are generally made la eonii> 
deration of the area and the producing capacity of the land and 
ignoring possible inability of the tenant to pay, the rifvenue is 
freely suspended or retiiftte<l in cases of temporary inability 
caiia^ by natural diaastem such as docsl or famine and no itn* 
pediments are placed in the way of a tenant permanently unable 
to pay to the aurrenderitig of his tenancy or in the case of a 
permanently-settled eetate to the defaulting in payment of reve- 
nue, when the estate is sold up. 

<tt) There is the element of uncertainty in alt forms of taxation as 
they depend on a variable rate preacribed from tifne.^to time and 
it is only in the case of permanenily-aetiled land teveoue that 
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Uie assessment is fixed. Thus, so far as land reTenne is con* 
oerned it is not the only form of taxation that is lacking in the 
element of certainty. 

(Hi) The Board cannot agree that the collection of land revenue lead^ 
to any official tyranny or extortion, certainly not more than 
that of any other tax. In Bengal, the times of payment of rere 
tiue are fixed after careful enquiry and times most suitable t>o 
the cultivators are invariably prescribe<i. 

(ir) In Bengal the total exfienditure under the head ** Land Revenue ** 
is only 9 per cent, of the total receipts under the same head. 

Q* 99 , — Such inequality is necessarily unavoidable. 

Q, 200. — (i) A general subsistence level cannot l)e obtained for a vast 
country like India. Certainly Rs. 2,000 is not such a level. 

(ii) It is not practicable for a taxing officer to ascertain whether an agri- 
culturist’s income exceeds any particular figure without expenditure of consi- 
derable lime and trouble and causing considerable annoyaiK‘e to the cultivator. 

(ttt) Such exemption, if granted, will certainly lead to immediate and ex- 
tensive fractionisation of holdings and considerable reduction of revenue. 

(Jf, 101, — Tlierj?^^is such a suggestion before the Hoard. Theoretically the 
Board is inclined to approve of the suggestion, but there are many practical 
difficulties in putting it into effe<*t. There is no other suggestion for checking 

subdivision of holdings. 

Q. lOJ!. — No. For new‘ lands about to be brought into cultivation long 
leases are essentially neces.sary in order to induce the agriculturist to expend 
labour and money necessary to develop the land. Without security of tenure,, 
no cultivator will agree to bring new land into cultivation. 

Q. lOS . — The Uitid revenue leviable within munici|>nl limits is insignificant 
in Bengal and is generally fixed pernianeiitly. A uni form policy has been 
prescribed by the Board for the asse.ssment of all Government lands in loans. 

Q, 10 Ji , — By the method numbered (o) ns — 

(i) it is the most eciuitable, and 

(ii) it was the metluKl of assessment u.sed by the Government in pro- 
British days in India. 

Q, 16H . — The Departnient of Income-tax has been removed from the func- 
tions of the District Collc^otors in some places and in a few years all Collec- 
tors will be relieved of their duties ju this connection. The Collectors have 
also hiHm relieved to some extent of their duties in regard to the Excise 
Department. The general administration staff has been reduced in con.se- 
quenee of these changes. The collections of stamp and opium revenue still 
remain u'ith the Collectors. Since the imposition of the Amuseinent Tax, the 
collection of this is entrusted to the District Collectors. Further taxation 
functions can be undertaken by them, though this may possibly require in- 
crease in the subordinate staff. 


CJopy of Letter No. 1820-Misc., dated the 17th March 1925, from the Secretary 
to the Board of Revenue, Bengal, B ” Group, Miscellaneous Branch, to 
the Secretary to the Indian Taxation Enquiry Committee. 

I am directed to refer to your letter No. 452/685, dated 18th March, 1925,. 
to the addr^ of the Hon’ble Member, Board of Revenue, Bengal, asking for 
certain particulars in advance of the Hon’ble Member’s examination before the 
Committee and to communicate the following replies to the points raised in 
your letter. 

Q. 98 (ie). — It was stated by the Hon’ble Member that the total ex:- 
peoditure under the head Land Revenue ” is only 9 per cent of the total 
feoeipts under the same head. 
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Thii^ percentage uas given on a cenaideration of the total receitHa under ilia 
head V — Land Revenue (given at page 9 of the Civil Badge! Eatitnale fat 
1924-25 and amounting to Rs* a^ ctuuparcHl with the tutal ext»eti* 

diture under the 8ame head (given at page 21 of the lliidget Katiinate and 
amounting to 28,95,1 48 K 

In t>oint of fact this ex|H>nditun' contains many items uticonn«M*t<Hi with 
the collection of land revenue, and it may he aa id that in this province the 
coat of Colleton of land revenue in the case of eatatea under private nianag%> 
inent la itsi, because the land revenue i« paid hy the pariiea tlumaalvea 
direct into the Treasury, 

It » only in the caJie of Government eatatea that there is any coat of 
coUe<'tion and from the Budget Kstiniate it will Im stnm that <'otlec*ttiins from 
<lovernment eatatea total Ra, 60,05,266, while the coat of management i» 
Rs, (>,58,ltK). 

Taking the proviiu'c as a whole, therefore, the coat of oollm^tton of land 
reveniie is far less than 9 per cent of the revenue obtained. 

3. Q. tOl , — The f|uestioii of levying a fe<^ for mutation.^ in Governirient 
eatatea ia under the ronsi<leration of the Hoard of Revenue, and the Commis- 
sioners of Divisions have Ikh'u askcHl for their ckpinion on th«> ijiiestion. The 
pro|»oaal i« to levy a mniatiori fee of Ra. 5 when the aulxliviaton of a holding 
is sought for. 

4. Q, 10 ^. — The pajHTs referrtsl to are:—" 

(fi) Mr. Thoiniison’s report on the prirn tph^s for the aaseasment to land 
revenue of non-agrirultural land situate in iirhan areas, para- 
graph 29. 

<5) The Government Eatatea Manual, Beciiona 152 and 15S and 190. 
Kxiepi in the case of canal aur|>UiM lands and khan khamar 
laiida in Panehannogram in the diatrict of the 2i-ParganM, no 
<lefinit€» rules have laten laid down for the Mdtlemont of land in 
urban areas, but proposals are under mnsideratioii for the esten- 
sioii of these rules to other districts also. 


Mr. O* gave oral avidanca at f^lourt t ~ 

The MohomnitJhintftt IhkhnJur t»f 1iurd%rnu. Q. — In reply to <|tieiiiiioii No. 
10 you have gi%*e!i uh your iiiiM^ellnneous land revenue rweipis. 

k.~Ye«. 

Q , — You mention all the different sources of revMiue. 

A, — Yos. 

Q . — In Bengal, Government possess a considerable amount of khan mahah^ 

A,— Yon, 

Q — In these khan mahaln is any effort made to get w'hat a*e may call the 
economic rent from the different tenants? 

4 — certainly not. No attempt is made to get the economic reni^ by 
which I understand you mean the Kighoat possible roinpetitive rent that ronid 
be obtained. 

if , — Not necesaarily that; 1 mean a rent which is high but at the mtm 
time is fair. 

^ — In no Khan MakaU do we do that. Our usual criterioii is to 6nd out 
the rent of similar lands in the ceighliourhocsl and the rent in the Khan 
MahaU is fixed a bit lower tkan that. 

J>r. Pamnjpi/e. Q , — You allow occupancy rights? 

A. — Almost cveri-where. 

The Maharaia^lhimpi Bahadur o/ Burdtmn. if . — With the dfxeeption of 
certain area* you have not introduced solomt into khan mahaU ? 

k2 . 
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A . — It hau bf^en made the univeraal role, but there are a few exo^tioiia;: 
formerly it was not. 

l>r. Faranipyt. Q , — ^Tou have legalined it. 

.4.— Yea. 

Q , — In the Central Provinces they tried to stop it ; you have made it legal.. 

A, — ^Wo have made it compulsory generally ; but there are a lew exoeptiona. 

Sir Percy Thompeon, Q . — It ia compulsory on Government land? 

A , — The Tenancy Bill has been drafted by a committee. The Bill ia goin^: 
to recognise salami and make it realisable at a fixed rate. 

Q, — Un^r the Bengal Tenancy Act the rent the aamindar can charge ia 
limited. ^ 

A. — He cannot enhance beyond a certain point. But the first or the ori- 
ginal rent can Ik* any thing that he likes. 

Q , — ^^Whnt do you mean by new landP 

A, — In respect of new land whenever a settlement of rent is made, he 
could charge even 100 rupees an acre, so far as the tenancy law is concerned. 

Q , — lie can charge a full rent? 

A. — Yes. There is nothing to limit him there. But when once the rent 
i« settled, he cannot enhance for fifteen years and after that period the en- 
hancement cann<](^^exoeed the rate of tao annas per rupee. 

9 .— Government treats all tenants as if they had occupancy rights? 

A.— Yes. 

p. — Even in respect of a new tenant? 

A. — ^When a new tenant comes in, he pays a premium and the rate of rent is 
fixed a little lower than what the samindari raiyats pay. 

J)r. Pamnipye, Q . — If you limit the enhancement of rent but allow the 
landlord to have ahsolutc^ly perfect freedom to charge whatever premium he 
likes, to a great extent the privileged position of the tenant is gone. 

A , — After a settlement no premium <?ould be charged except on transfers. 

p. — Then the effect of limiting the enhaiieerneiit practically disappears. 

A. — In consequence of that it is proposed to fix a maximum rate at which* 
aamindars may charge premiums in cases of transfers. Different rates are 
charged by aamindars in different parts of the Presidency. In some cases it 
is 25 per cent of the purchase money and in some places it is ten years’ rent. 

The Honshu Sardar Jogtndra Singh, Q , — A holding can become khas 
by siirnmder? 

.4. — Yes, or by purchase by the landlord. Purchase is the common thing 
in rent exiHnitioii decrees. When you sue the tenant for rent and when he 
does not pay. the holding is put to sale and when nobody buys it the xainindar 
buys it in and it becomes khas. 

p, — The occu|iaiicy rights are not affected at all. 

A. — They lapse. The landlord generally charges a premium and without 
it he does not recognise a purchaser. 

J>r, Paranjpye, p. — In that way in the average how often will this pre- 
mium has to be paid? 

A , — It would happen onc?e in 50 years or in a somewhat less period. 

The Maham}adhiraja Bahadur of Burdunin, p. — In consequence of these 
piSSiiaiums being paid, do you think that this g^ves an opportunity to the land-^ 
lord to make rents equal to rack rents? 

A, — Not in Bengal. It has not reachc*d that stage. Rent is still very 
)oa\ 

Dr, Paranipye, Q , — But the rent together with the interest on the salami 
will be<H>nie a rack rent? 

A. — ^Not even in that case. 

The President, Q , — ^Whenever a piece land is freshly leased, can the 
landlord get as much rent as he Ukea? 
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it.— -Itiere is no limit to it. But OTsrything is eondtycted sooording to 
custom. If the patgana rats is so much bo tokos onl^ tbst much. 

Q . — Supposing the samindar finds a new tenant whom he can chargo as 
much as ho likes P 

A , — 1 say there is nothing in laa- to prevent it. Hut in practice a eamin- 
dar settles a<rcording to the rate at which he has setticHl other lands. 

The Ii 0 n*bW Saniar JogenHm Singh. Q . — Whatever the prevailing rate is, 
tiie Eatriindar get?* only that tutirhP 

A. — Quite 80 . Hut there is a tendency in WcMterji Hengal to take rent in 
kind on reoetilement. This is usually half the produce and may he cotmitierod 
an economic rent. 

iS*tr Percy Thompson. Q. — Supposing the customary rent is Ra. 500 and 
somebody offers Rs. 750, will ho aocopt itP 

A. — He will accept it but there is no such competition for land as all candi- 
dal know that the Kaiiiiiular will actx'pt the ciistotiuiry rent. 

The Presuirnt. Q. — Mr. Thoti]}>son's re|»4)rt says that there is c»oiiip€»iitioii 
in towns. 

A. — In ttwiiK there iw generally tHMnptHition, 

The Maharaiadhimja Hahadur of Jiurdmtn. Q . — The |)rat*tice differs verj 
much between East HeitgnI and Wtxst Hengal and Nor U j Bengal and Boutn 
Bengal P 

A. — Yes. The reason why rojnpetiti%''e rents are not charged is that there 
is not much competition for land in agricultural areas. In towns there is very 
great competition for land. 

Q . — But the Uuideiicy of the Bengal landlord is not to take full rackrent 
and the Goyerninent takes the attitude of being a little betU^r than the land- 
lord. 

-4. — There i.s not that tendency among the Inndlords. 

Q . — Is it not a fact that in West Bengal very often the landlord takas the 
line of least resistanct'P He does not u'ant to lose* [its cKcuputicy t4:Uiant hut 
at the same time he wants to take from him as much as he cini. 

A . — That is a fact and the rea.^on in that in Westtvrn Ihoigul the land is 
very unfertile and very unhealthy and the agrttoilt unil population has very 
much d4*rrea.se<l in rwent years. The satniridarK have to |>ay money to get 
people from Central India. In Burdw’an and Hooghly nt least one-third of 
the land is being cultivated by immigrants from outside Bengal, ohieffy 
Bonthals. 

Q. — Ik a Ciovernment tenant more* favourably situat<»d than the raimindari 
tenant, apart from the actual rent? 

.4 . — Ahirnhs are generally taken in aammdart cHtaleH, They are not recog- 
nised in (iovernment testates. Government tithsildars KonietinKm charge them 
surreptitiously but it is at much lower rates than in the samindaris. 

Q. — Government generally favours oc^ciipancy riglits. 

A. — Yes. In West Bengal xamindars alfto favour the acqiiiKition of occu- 
pancy rights, as they want tenants to settle on their lands. In other pares 
this i.H not always tb«» case. 

Q . — I think royalties on minerals are a very insignificant item in Bengal* 

.4, — \m. It IK chiefly in the Chittagong district where you ynt Mime royal- 
ties from stone and iiand. 

— There are no Governmeiit coal mines in Bengal P 

.4. — No, there are only aauitnclari coal inini^M. 

Q . — In your temporarily settled areas, in khan mahaU, would there be many 
tenants big enough to pay income-tax on agricultural incomes, supposing it 
is le%'iedP 

.4 .—There are some in Eastern Bengal. 

Q . — I ask you if there is a suffictently large number of people to Jusitt^ the 
Government taking action P 
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4 .' * No. Thot k to Bmy, Ukiog the lament limit of 2,000 rnpem, I think, 
them woiitcl fie very few indeed to bt. taxed. I doirt think it would l>e worth 
cotiectiiig ; moreover the enquiry* and the collecaion would lie very costly. 

T/if* Premdenf. Q . — Can you stiggeMt any ratio lietw^een the rent and in- 
come P 

4. — No, Sir. 

Q , — You could not say that a man paving 5()0 ruiieen rent makes an income 
of 2,000 rupees P 

4.— No. 

The Maharaiadhimia Bahadur of Burdwan, Q , — In Government kha^ 
mahaU is fractioniaation very much indulged inP 

4. — Yea. Under the Board's Rules we do not recognise transfers of frac- 
uoiis of holdings, but we are compelled to recognise them at the resettlement. 

The PrrMdeni, Q , — Why do you not recognif^ them? 

4. — W«? do not recognine them hec^ause it increases our work very much. 
But the Settlement Officer records holding according to fiossession and we 
have to collect according to his jamahandi * 

Q, — Is it not on© of the terms of your leases that the holding is not 
transferable? 

4. — Only in a (|*w cases in coloiiisatipn areas. 

Q , — Is there anything to prevent you inserting such a clause? 

4. — There is, because of the old customs. We got these khaii mahah^ in 
various ways. Tenants have already got transferahle occupancy rights and 
we cannot interfere wdtli them. In certain districts the High Court has deci- 
ded in their favour, Boinetiines we claim that they do not posHess the power 
to transfer, but the decision of the Courts proves the fact to he otherwise. 

Q , — Is this a pu«.'C of customnrj’ law? 

4.— Yes. 

Sir Percy Thompson. Q. — I suppose fraciioniwition is not a very serious 
problem in Bengal, if, os you say, competition for lands is not very keen. 

4. — I do not know whether it is a serious problem or not, hut there is a 
marked tendency towards it. Holdings are getting too small and they are 
becoming uneconomic. 

The Ilonlde. Sardar Jogendra Singh. Q. — Do you think the landlords are 
always anxious to get as much as they can from their tenants? 

4. — Yes. 

Q — hear that rent is very light here because of the permanent settle- 
ment, how does it really compare with the income? 

4 . — It varies according to the siae of the holdings. But I can safely say 
that the income is dw’indling instead of increasing. 

The Mahami<idhiraia Bahadur of Burdwan, Q. — Have you any planters* 
estates under you? 

4. — Yes, w^e have tea gardens in Jalpaiguri. 

Q . — Owing to the permanent settlement your income from land revenue is 
inelastic ; in those estates do you trj* to charge economic rent ? 

4, — In planters* estates, we have got to first offer a low rate in order to 
induce people to come in, h^ause planters have to spend a very large amount 
of ca|>ital to bring the new lands under cultivation. It requires a lot of capi- 
tal abd industry to form a new garden. 

The President. Q . — Is settlement the same there as in khas mahals? 

4. — Not exactly like that. These are big grants which are made to eapi- 
lalists. We charge a rate which is very small in the begimting. 

Q . — In some provinces the assessment depends upon the cultivation. 

* This was formerly the practice. Now the Bettlement Officer does not 
recognise subdivision of holding unless the Collector agrees. 
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A , — At the time of resettletuent that is done. The hint settlement is at a 
lump sum» then after 10, 15 or 20 years, arhen reset ilenient takes place, we 
a&sess full rents separately on the cultivated and unciilltvnted area. 

Tht Maharaiadhimja Jiahndur of Burtluan, Q , — Is not the Government 
very chary about giving out lands for tea culttvntion which cH>nld be used 
for rice cultivation Y There is a general cry among the |HH>ple that they want 
more land for rict^ cultivation and they do not get tnoie lands for rice 
than it is absolutely necessary. 

.4. — That in not the fart. WhtMi we give out lands for ten cultivation, we 
include in it a certain amount of rice land also chicHy for the labouring classoit 
in the tea estates. Moreover there is a general principle laid down by the 
Board that land w'hich is cultivable for rif^ should not he given out for tea 
production. The reason for this is that we must conserve the food supply of 
the district first before we could think of giving out lands for U»a ciiltivatioii. 

— Supptxsc they first take land for rice rultivutiou and then liegin to 
cultivate tea in it, will Oovernment objet'tP 

A, — Yes. Conversion of paddy lands to tea cultivation is not ordinarily 
allow'ed. 

Q , — Have you got any idea of tiie rate |ier acre in the t4ui t^tati^P 
4, — The rate is ahtmt Its. *J an acre. 

Sir Percy Thompfton, Q. — Could yon raise the rent tffliny exUmtP 
,4. — Yes. There is nothing in the law to prevetit ns from doing it. 

The M aha ni tail him in fi*th(ulitr of Jiuniimn, Q . — Take the Hakhiirgaii] 
colonisation .scdieines. here again, so fur as I recollcHL-t, as in the SunderhundR, 
you do not churgt* higher rates laM^aiise you want to encourage people to motile 
down there. 

.4 .--Yes. 

Q , — But in Bakhnrganj when you eslahlish th€*se (Milonii's, do you Htnrt first 
of all w ith low rents and then go upP 
.4.— Yes. 

Q . — In these colonies is tlic rent ortlinarily, when jt readies the iiiiixirnum, 
higher than the ordinarv Government khas muhal rates p 
.4 .—No. 

The Prrsiih itf. Q . — V’ou originally start rent frei'P 
A . — Ye.s, for two years. 

Q , — You descrilK' the raiyatwari settlement as having no relation with 
either the Bombay fir the Madras raiyiitwnri sy.sU*m P 

.1. — Yes, that is in the C^iittagong Khon mohals where there are hilly troc^ifit 
raiyaitrari lands, w’e mean hhof mnhal lands, tlie property of Government 
where we collect rent direct from the cultivators. 

— What do you mean by (jorkaii coIicK’tion P 
.4. — It i.s a pasture fee charged for grazing cattle. It is a rent for inkiii^; 
the cattle to the pasture land, and is charged from the ow nets of the cattle. 

Q . — Then you have the wood cutting collection P 

A, — Yes, that is in the Chittagong kha^t makah w'here there are hilly tracts 
which cannot be cultivated but w*here fH^ple go and cut the fuel and pay 
fees for it. 

Q , — What is a mlami? 

A, — That is a premium. 

Q . — You collect about 11,0110 ruiiees? 

A — That must he on transfers, 

Q , — What do you mean by hAt collectioti 
A. — It is an ordinary market collection. 

Q . — Is it not a peculiar feature of Bengal.^ 

don’t know that. I thought it prevailed all over the country 
Q . — In other provinces it is the function of the local bodies. 
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A . — It is not business of the Iocs! bodies faere^ it is the )andlord*s 
business. In Cslcutts we have got a Government market which brings an 
income of 3 lakbs. 

Q. — Gan you tell us the position of these hdts at the permanent settlement f 

A. — In the permanent settlement these hdts were left to the aamindars as 
part of their aairat and they charged anything Giey liked. 

Q , — ^Has there not been lot of correspondence about these market rates f 1 
do not know if you have read Banerji*s ** Tales of Bengal.** It is stated 
there. 

A. — I have not seen this book. Bui there has been some correspondence 
about the rates. I know in Bakharganj district the Government objected to 
a khas mahal tenant starting a hdt. We could not stop him. Our legal ad- 
vice was that we could not stop the man from establishing the market if he 
wanted. 

Q. — Then the effect of this is to impose a tax on transactions P 

A. — Yes, to some exUmi. 

Q . — When the Sara bridge was being constructed, Government could not 
establish a hdt without the permission of the local people; but is it not a fact 
that it has bec^oiiu^ n tax on transactions and no return is given in the form 
of sanitary facilititvi and other conveniences P 

A . — A hdt is oSIstTSsed separately to road and public a^orks cess. 

(^. — But the main who levies the cess does not pay anything for the con- 
veniences of the public, such as water-supply, drains, etc. 

A. — No. But the landlord spends something on the stalls and keeps them 
clean. 

Q . — Whaii about the town lands, are you making any heada^ay in assessing 
iUeiii P 

A. — Most of our toa'U lands are permanently-settled lands and we can’t do 
anything with them. 

<?. — 1 gather from the papers there aire a good nuiiiy cases in which it is 
possible to get a gooii deal more. 

A.— Yes. 

O. — It has not boon the tendency in the past to get the last rupee from these 
lanas. 

A. — Yes, but there have not been general rules based on Mr. Thompson*s 
report. We are just going to have that. 

Q , — Assessment in Eastern Bengal is generally quite inadequate? 

A. — Yes. At the time of the permanent settlement Eastern Bengal was 
one great swamp, so they paid very little. Government takes very little from 
the town lands where the rents are usually very low\ We tried to enhance 
and very expensive litigation follow’ed and we lost the case. 

The President. Q. — ^There has not been a tendency to make up the loeeee 
of the permanent settlement by taking everything that could be had from 
other lands? 

A. — No, except as I said from the town lands. 

Ihr. Paranipye. Q . — You talk about redemption of land revenue, does it 
go into the current revenue? 

A. — Yes, but it is very little. We take 35 times of the land revenue and 
make it rent free, as it does not pay us to collect a few annas for little bats 
of iKud. The collection goes into Land Revenue Miscellaneous and is very 
little. If you see the Board’s Land Revenue Report you will be able to find 
out the exact figure. 

The Bon* hie Sardar Jogendra Singh. Q , — I wunt to know whether you 
define the land revenue as a tax or a rent. Is land revenue not a charge on 
tne property of the subject P 

A.~-Gertainly it is, but it is not levied like a tax. It is levied in return to 
the ooeupation of the land, whereas income-tax that I pay is not in return for 
anything I get from Government. 
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Q , — Do you actually get the )and}$ from Goverinaeut? 

eourse; all the 1*nd«t belong to Government, In Bengal the King- 
Kmperor is recogniieci to be the earner of the land. If you look at the settle- 
ment records, you will find the owner is |>ui down as Bkami Samrat* 

(f. — 8up|>ose there is croarn land and that crown land is given out for ciiiti- 
Tatioii to a tenant, then that man has a right U> buy out the ownership ol 
that land by making a certain paymeni, what is the nature of the ta* levied 
on that land in which actual ownership is nf‘C|uired l>y dinn't payment 

,4. — You mean he g€»t« a fee simple'' 

Q, — \o. he pays land-revenne also. 

.4. — I do not know any case like that. Perhaps y<ui are referring to tJie 
case of mulikamt in the Punjah. 

The Sar^Utr J^ijendra Snitjh. Q , — The effect of the permanent 

aettlement is that yotir ( barges f<(r c'ollection are very small as eomparcHl with 
other provi litres. 

A. — Yes. 1 was surprised to seer that the <iuestiiin shows that the expeuaaa 
usuutiy amount to 20 pur ( ent. 

Q — Yours would amount to only II |»er cei»t. 

A. — Yes. As a niatt<‘r (d fact, if wc‘ leave out the administration chnrgvi, 
it is less than 1 per tent. 

— That is due to the permanent settlement. 

A . — Yes. 

Q , — The tlHference is a saving to the State 

A. — Even in direct raiyatwari areai*, our cost of maiiagetnent i« only 9 
per cent. For collwtion of (H) lakhs, the expenses would amount to 
R«. 5,91,(XKX 

Q , — That leaves out of account the vrhole of the settlement staff, 

.4. — The reference in the cjuestion also leavers out the expenses of the ad- 
ministration. 

Q . — Your province is in any castr a gainer hy about 11 per cent., hec'ausu 
yoti save expenses on account of having the permanent setMcurient. 

A. — I suppose so. 

The President, Q, — Have you ascertained if the cost of coIlcKrtioti really 
amounts to 20 per cent, in other provinces P 

— Xo, but I .see 20 per cent., is put down in the t|ueHiion. 

Q , — It is not ail official estimate; it is the assertion of Sardar Gulab Singh. 

— X ilo not know w'hat the cost is for the whole of India. 

The Hemldf Sardar Jogendra Singh. Q . — Have you any figures about 
gross produce? 

— Xo, we have no statistics. 

Q, — Has any estimate been made of the gross rental ? 

— Ye», The annual value is assessed for purposes of cess collection. It 
Is defined as rent in leased out land and in others it is the net value of the 
produce. I can give you the total gross rental for Bengal. The land revenue 
demand is 305 lakhs of ra|ieos and the total gross rental is 14 erores and 08 
lakhs. 

— What ratio does it work out toP 

A.— Just over 20 per cent., but we have not got the grow produce ; we have 
no means of finding it out. 

The President, Q , — For the purfiose of comparison of the incidence of 
land revenue with the economic rents in other provinces, that is the nearest 
figure you can give? 

A.— Yes. 

Q . — Although it is less than the economic rmt. 

A.— 'It is undoubtedly less than the economic rent. 



0. — We are aaked to adriae aa tj the heat way ot comparing land revenue 
in the different prorincea. The beat thing aeema to be to attempt to aaeertaia 
the percentage on the eeononiic rent 

A . — Then we ahali have to ffnd out what the economic rent ia. 

Sir Percy Thompson. Q , — You have no means of finding it out? 
d.— No. 

Q . — What aort of relation are the cuatoina ry rents sup{>oaed to bear to the 
economic rent? 

d. — It ia very difficult to generalise ; if by economic rent you mean the rent 
you can get by throw'ing o|>en the land to the widest coni {petition, I should 
aay it ia about half. 

Q , — ^Take a province other than Bengal. You hove some land which pays 
competitive rente and some which does not. Then a reaettlement takes 
place and the rents of the cKTUpaic/.v tenants are adjusted. They are raised 
and in some possible cases lowered, nut they an* always less than the competi- 
tive rents, and you can iK?ver tell in what proportion they are rais€*d or 
lowered. Similarly, what proportion are you aiming at here? 
d.~~We go by what siriiilar laiirN in the neighbourhood l>ear. 

Q , — It is simply regulated by custom? 
d. — That is all. 

Q . — You never Jrv to think W'hat sort of relation it hears? 
d.— No. 

Thf Prrsidenf . Q . — You told us ‘hat the gross rental is 14 crores 68 lakhs 
on which vmn is collected. Ihe cess is 80 lakhs; at one anna in the rupee 
that will make the gross rent il 12 ^rores 80 lakhs. 

d. — The aamiiidar in some cases some cess in addition to what ho 

colhnd^ from the tenant. 

(jf , — On that liasis sixietm tinier the c<‘ss should be greater than the pro- 
l>ortion of the gross rental ; it ia actually leas. 

d. — Possibly revaluation has not taken place for years, for instance in 
Btirdwnn district the last revaluation took place 20 years ago. 

Sir Percy Thompson, Q, — Don’t you deduct the land revenue from the 
annual value Indore you charge the cess.^ Suppose the rental value was 100 
and the aarnindar pays 20 by way of land revenue, in Bihar and Orisaa the cess 
would be charged only on 80. 

d. — ^That is so. Besides, the cess has not been revalued in many districts 
for years. 

p. — Appendix XXXTII to the Report of Land Revenue Administration in 
Bengal does not shoa* the amount on which the cess should be collected. 

d. — The cess calculation is a very intricate process. There is some amount 
paid by the tenant to his immediate superior tenure-holder and he pays a 
certain amount to hi.s superior teofint-holder and so on. Eventually the 
aamindar pays. These people pay a little in addition to what the tenant pays. 
Then the cess includes the cess on mines. It is not all land cess. 

Q.--Can you refer us to any manual of law which would tell us all about 
the parmanent settlement and the various constructions that have been put 
on it? 

A. — ** Field’s Introduction ” is the only one 1 know. I shall see if there 
is anything else and send you the b-x^k. 

Q.^Have you worked out any calculation about the percentage you would 
ddbit to the cost on account of the Collector and suiiervisiug establishment? 

d. — ^No, we have not. For the Deputy Collectors, Tahsildars and the staff, 
buildings, etc., the Board limits the cost of management of khas mahals to 
10 per cent. ; actually it is 9 i>er cent. 

Q , — What percentage does the Board itself take? 
d..~Tbe Board, the Commissioiieni, etc., are not included. 
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Q . — Ditferent provinces^ have ditforent factora ; on© takes oncKtenth of tliO 
pay of the Collectoi^, etc., another a third aiul m on. We want to arrive 
at some sort of general ratio, m that a*e can test tlie statement of Sardar 
Gulah Singh. 

J, — Kven if you take everything into account, it is only 9 |ier cent, in 
Bengal. 

Q . — You have not made any calculation m to how much it is fair to takef 

.4. — I cannot tell you. 

Q . — In reply to <|ue«t ion No. 911 you say that the iuec|uaiity between 
districts settled at different dates is unavoidable. It arould not be unavoidable 
if you could have your settleiiienta sinmlt4itieouHly. 

A . — ^The rate is fixed by taking the prices of focxl-grains during the last 
20 years; the |>ri»*\s \ lu y in iliffereiit parts of the <listrif^t. The pricH* near 
about Calcutta is nairh more than at Myineiisingh and the same quality of 
land near about Calcutta will be *Tiuch higher a.ssessed than the land in 
Myineiusiugh. 

V* — it is the same i>ro|Mirtton of the surplus. If you have one district 
Mailed on prices that prevailed lK*fore the war and another district settled 
on prices that prevailed after the war, you have greater inequality merely by 
the fact that the tinie of settlement is Heparute. ^ 

A . — That is true. 

Q. — Have you considered whether there is any way of^getting over this by, 
say, a sliding scale? 

.1. — No, we have not. 

<^. — I see that you are considering a ftH» of Hs, 5 for every mutation. 

A . — That is .so, mutation of siihilivisionH of holdingH. 

Q . — Tiider what law would you impose that? 

.4. — The proposal has IxHin made by the Cyommissioner of Chittagong, the 
other Commissioners have IxH'n aske<l for their views; we have not decided 
anything yet. If necessary, we will have to legislate. 

Q — There i.s no fee at present. 

A, — No. There ased to be a one anna stamp, but that was abolished by the 
Board. 

Q . — Has the Board pov’er to abolish it? 

A , — There is nothing said in the Court Fec’^H Act about applications foi 
mutations. 

Q . — Are you empowered by executive order to exempt from a stamp du^f 

A . — We have no authority to do that; only the Governmeci of India can 
exeiniit from stamp dniit^. 

Q. — You did pass an executive order which cancelled the stamp duty former- 
ly levied. 

A , — I .suppc»se so. 

Q . — You say that the general adininistratiori staff has lieen roduee<l owing 
to the land revenue staff having been relieved of Exoise and Income-tax work, 

A. — Tbe Excise Deputy Collector has now become Excise Superintendent 
and the Income-tax l^puty Collector has become Income-tax Officer, Tbe 
land revenue staff has, therefore, been reduced. 

Q , — You have not reduced the number of distrietaf 

A.— No. 

— Did Excise, Income-tax and Ixical Self-Government take up a oonsi* 
derable proportion of the Collector’s time? 

A, — ^Local B©lf-€knremment still does. 

Q , — How ? 

A.— Though tbe Collector is no longer the Chairman of the District Board, 
he is still the controlling officer of the District, Local and Union Boards. 
Where he had only one District Board, he has now 300 Union Boards and he 
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hm to sanction budgets in 300 caaes instead of in one. There ia oertainly an 
mcrease in work. 

Q . — Is he the oontroiiing officer? 

A, — Yes; all the letters in connection with municipal work also come to 
him. He has Home statutory powers of intervention in some cases, though 
Commissioners have the powers of sanction. 

The Maharajoflhiraja Bahadur of Burdujan, Q, — Being a member of the 
Board of Ilevenue, you know that you have a large number of Court of 
(Wards estates under you. Suppose death duties were possible in Ben^id; 
would you not find that in whatever shape the death duties mig^t be levied, 
the majority of these estates would go into the hands of moneylenders? 

A, — ^That would depend on the percentage charged. The present death 
duty is the probate duty. 

Q . — But it is not compulsory. 

d. — It is compulsory in all cases of administration or of probate; we collect 
that duty. 

Q . — Buppose the death duty were a combined probate, succession and death 
duties? 

d. — The probate duty is^now 3 per cent. If you make it 30 per cent, most 
of these estates will have to go. 

The President, Q, — Actually at present you collect the probate duty on 
quite a number of esthiesp 

A. — ^Yes, we do, but it is nothing comparable to the estates that change 
hands on succession. 

Q , — The estates of Hindus tinder the permanent settlement do pay the pro- 
bate duty under present conditions? 
d.-^Yes, on probates of wills. 

Q . — Has it come to your notice that it cannot be paid without borrowing? 
d. — Yes, even whore an heir has been loft a lot of money in a bank, the 
money for paying tlio probate duty has to be borrowed. The bank may lend 
any sum required for payment of the duty and when he gets the probate or 
letters of adminiHirntion, he can draw the money and repay. 

The Maharajadhiraja Bahadur of Burdxmn, Q. — Your probate duty is 
now 3 per cent. In a number of estates under the Court of Wards, you know 
what their income is, what revenue they pay and what surplus they have. If 
there was a death duty of, say, 3 to 10 per cent., do you think a number of 
estates in Bengal would change hands? 

d. — Yes, as most of the estates are heavily embarrassed. I can only think 
of one or two which are solvent and will not suffer much. Every one of the 
other estates would suffer. 

The President, Q, — ^What do you attribute that embarrassment to? 
d. — I suppose it is because tliey lived on their unearned income, never 
earned anything themselves and spent a great deal more than what they 
earned, 

J)r. Pamnfpye, Q, — I suppose you have under your charge estates even 
of majors handed over to the C^urt of Wards, because the estates were heavily 
mnbarrassed and by proper and'economio management these encumbered estates 
were clearcid of their debts in many cases, 
d,— Yes, we have many instances of that. 

you tell us what might be the maximum amount of embarrassment 
which an estate can possibly get rid of by careful management, say, in ten 
years? l\'ou1d you recommend that an estate whose annual income is three 
lakhs of rupees should be taken over by the Court of Wards if it had a debt 
of ten lakhs? 
d* — think so. 

Q , — If it had a debt of 20 lakhs of rupees? 
d. — ^Yes, by selling a part of the estate. 
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0. — If the debt wes 10 leldui, you can reasonably take it under the Court 
•of Wards and clear the debt within a short timeP 

A, — ^That would depend on the number of people you hare to maintain. 

Q , — If the estate has an income ot 3 lakhs and if you take 20 years* pur- 
chase as the value of the estate^ the estate would be worth 60 lakhs. Aooord^ 
ing to your experience, you would be able to clear the debt of 10 lakhs within 
a reasonable time. 

A . — That is so, 

0. — instead of this encumbrance being caused by the extravagance ol 
•the late occupier and if instead of this 10 lakhs being a pari of his encuta- 
brances, a certain amount, say, 10 per cent, had been charged as death duty, 
would that be a heavy charge if the estate is properly managed? 

A, — Certainly. During the management by the Court of Wards, the inaa 
has to live very econoinically and much below his usual standard. 

Q , — At any rate, if a charge of six lakhs, for instance, were made on this 
estate, it would be necessary for you to sell the estate oven if you lived eco- 
nomically? 

A.— No. 

Q , — Assuming that the cM^taie would ordinarily^ change hands withjii the 
course of 25 or 30 years only once, don’t you think it would l>e possible to 
save a sum of six lakhs during that period? 

A, — Yes, by levying a heavy charge on the owner of the property. 

Q. — If he takes proper precautions to see that the estate is not encumbered 
by having to pay the heavy duties all at once, he would be ablo to make this 
sum. 

A . — In an estate having an income of 3 lakhs, the man will bo spending 
Ra. 25,000 a month; when it comes under the Court of Wards, he won’t be 
allowed more than lls. 2,500 a month. The man who is used to spoiid 
Rs. 25,0(X) a month has got to live on Rs. 2,500 and you propose to lower oven 
this standard by oiie^tenth. 

Q , — Even then he can accumulate six laklis during the course of 30 years 
by lowering the standard, not to such an extent, but to a slight extent. 

A, — Possibly, but the standard will certainly he lowered. 

Sir Prrey Thompson, Q, — Suppose you have un estate the capital value 
of which is one lakh of rupees and suppose it has a considerable amount of 
•embarrassment. Would you charge it on the one lakh of r>ipees or deduct hie 
debts? 

A. — Certainly his debts ought to be deducted. It is the net amount that 
is taken into consideration in case of probate duty. The debts and the funeral 
expenses are the tw^o items deducted and on the net value the successor ha^ to 
pay the probate duty. 


Mr. G. P. HOGG, LC.S.« CommiesioMr of Excise And SaIi# 
Bong a1, was next oxAminod. 

Wriiitn memorandum of Mr, Hogg, 

Q. 50 . — I think that graduation is both feasible and desirable. So far as 
the cheaper Indian-made brands of spirit are concerned, this department has 
taken up the attitude that tliey cannot bear the same rate of duty as tbo 
more expensive imported brands. With regard to wines, it would be A 
simple matter in Bengal to levy a higher license fee in respect of the more 
expensive, as we base our assessments on the actual monthly sales. 

I can see no difllcul^ in sasessing a tobacco duty on an ad valorem basis. 

Q, 51 . — ^1 agree with the view expressed in this quotation that the tax on 
salt is an exceptionally convenient method of imposing a necessary share of the ^ 
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burden of taxation on those claaaea who cannot otherwise be reached. Thia 
I coiiKid<»r to he its chief merit, but it has others which are hardly lew 
important. The tax is easily collected. It bears but lightly on the indiri* 
dual, and it cannot be evaded. The yield is considerable, and I am of 
opinion not only that the tax should be retained, but that OoTemment 
shoujd not hesitate to increase the rate of duty when financial necessity so 
requires. 

Q. 53 . — This question has been answered above. I do not think that any 
other tax can he suggested possessing the peculiar merits of the tax on salt. 

Q. .7.?. — T do not think it possible to make I'omparisons with other countries. 
The real weight of a particular tax can he estimated only with reference to 
the wealth of the community and its distribution amongst individuals. Con* 
ditions in India are so very different from those prevailing in other parts 
of the w-orld that no useful comparison can }>e made. 

Q. 5 ^, — T have no sufficient information on which to base an answer to this 
question. 

0. 55. -It seems to me that there is only one answer, and that in the 
affirmative. This answer assumes, of course, that the monopoly would not he 
suhseqiieiitly abused. 

Q, 5ft . — ^This question seems to me to raise the whole problem of protection 
and of national self-support. Political considerations are infinitely more 
important than fisi^l in answering it. and therefore no adequate reply can 
he given on purelv fiscal grounds. Tf it were held to he a matter of im- 
portance that India should he self-supporting in the production of salt, 
then it would he perfectl.v fair to make the Bengal or any other consumer 
pay his share. 

Q. 57. — T do not know the nature of the process of sifting, but if it reaulta 
m an increase in the traders’ profit, it must presumably be justified the 
mcreased value given to the salt. I see no reason why the public should 
not pay, if it wants finer quality. 

Q, 58 . — Under pr^nt conditions, I would not. It is a mistake to imagine 
that the rnofussil villager is done ” every time he comes to the market. 
The menstire used is immaterial, provided both seller and buyer are ac- 
customed to it. T do not think the time is ripe for the universal enforce- 
ment of a .standard system of weights and measure.s, 

Q, am on general grounds strongly opposed to Government trading, 

and specially so under existing conditions in India. T do not believe that 
the cost of transport would he reduced. Betnil prices might possibly he* 
steadied, hut the difficulties inherent in managing a .serie.s of Government 
depots would far outweigh any advantages arising therefrom. 

(). ftO . — 1 have no sufficient technical knowledge to answer this question. 

Q. “I anticipate that there will be in the near future a considerahre 
strengthening of the movement to stamp out the traffic in country spirit 
and hemp drugs. Opium occupies a peculiar ]>osition, and I do not hdieve 
that public opinion wdll condemn ita consumption w'ithin any time of which 
we need take account. With regard to country beers, such as p(uhwai and 
fermented fort. T do not think prohibition is possible. Its enforcement in 
many areas in Bengal would require a standing army. We need not, there- 
fore, anticipate the disappearance of the whole Excise revenue. In Bengal 
the loss resulting from the surrender of the revenue from country spirit and 
hemp drugs would be, in round figuree, one crore and fifty lakhs. 

Q. I am opposed on general grounds to the selection of any parti- 

cular class of tax^payers to make up the loss of Excise revenue. Such^sugges- 
tions are a violation of the fundamental principles which should govern our 
system. 

^n^ider the Bombay idea of making up ^e loss by the imposi- 
mm of a group of tuM of diSerent kinds bearing on different points a mnA 
fairer and more feasible oi^thod. I do not, however, mean to imply thalk 



I approve of tbe taxes suggested in BamlMsy. For Bangal, the folfi>wing 
Slight be considered : — 

(o) SufctMtian duty. — 1 am personally doubtful if any workable scheme 
<?an be devised. 

(6) Surcharge on Road cm4 Fuditf Works Cess for Provincial pur* 
poses. — It is conceded that the whole priH*eedH of thin ceuMi should ordinarily be 
allotted to Icx'al l>odies. But if excite revenue is* actually surrendered, the 
money muKt l>e found M>fnewlwire, and in the absentee of better sources, the 
Road and Public Works Cess has distinct merits. It is fair in its incidence, 
w'oiild l>e almost universally spread over the <H>minunity, and it is easily 
lollfKaed by existing machinery. 

In (toveriiinent eontrihutions to District Boanls amounted] in 

round figures to 29 lukhs. A surcharge of Af) per cent, on the rate wotild 
bring in 36 lakhs. If the Boards increased their own rate, the Governmen. 
subscription of 29 lakhs could be saved. Thus 65 lakhs could be secured froBi 
this source. 

(r) Tttharro Tor . — The main diHiculty is to deal suitably with raw country 
tobacco, gnmn by villiigers mainly for domestic use. and sometimes for sale 
an the local market. My own view is briefly — 

(i) tliat ‘ rn»' ’ toliacco should be excluded from taxation. 

(ii) that ** iiianufiK’iured ** tohac*co, which uould require careful and 
progressive (iefinition from time to time, ho taxed, through 
control of tohiu'co factories. 

(d) Tor on Aemtni cvd #•».*. —These couhl easily l>e taxed through the 
** gas ’’ used in manufacture in the case of small, and hv a record of output 
in the case of large produt ers. A levy of one anna per doxioi VM>ttles w<»uld 
yield probably three lakhs per annum in Bengal. 

(f) Matches. — TIm* chit^f difliculty here is that the home industry is in 
its infancy, and an exrise duty wmild Iw a mistake. I should, however, 
levy a heavy tax on imports. Matches are used mainly by smokers, and may 
really be classed in the category of “ luxuries/* 

(/) Tar on Kerosene, — This has many merits. It can be easily collected. 
Its incidence would be (»n the whole er|uitahle. and it would he (»roductive. 
Siihstitutes are not satisfactory, although they do exist, and therefore the 
tax could not lie regarded as 4#ppressive tst tlio-se on the margin of siihsiKtence. 

(fj) Toilrt art ides otuf Potent Medicines. — 1 am doubtful if these wviiild 
be productive, and worth the trouble of collecting. 

ih) petrol far. — This tax has many iiiertU and in spiU? of its defects I 
would approve of its introduction, with suitable rebate's for coniiiierciul users. 

Q. fli . — I agriH* in general w'ith the statements made therein as to Excise. 
Whether it is the uniform practice of Kiiropeari Governments to flerivo from 
liquor and Ujbacco the largest revenue possible i.s a broad stattunent of 
fact w'hirh < *r?i fn»t in a position to admit or deny. 1 believe, however, 
it ta correct. With regard to the last question, I am of opinion that no 
uaefiil practic^al piir|>ose is .served by such a meticulous analysis of the 
incidence of taxation on liquor although I admit that the illustration i# 
useful in so far as it oliic*idates a valuable general principle, 

Q. 04 . — 1 think the system in Bengal is as good as it reasonably can Im!i, and 
1 doubt if we could raise much more money on the existing scale of con* 
sumption. But I have always felt that the dictum “ mcnimum of con- 
aumption with a maximum of revenue is not an adequate stateinefit of 
policy. A» between consumption and revenue, it expresses a valuable con- 
nection, but only relatively. It affords no guide as to the absolute minimum 
of consumption, or the absolute maximum of revenue which the State is 
prepared to collect. For every given level of consumption, there is a maxi- 
mum revenue obtainable and vice vend. But as to what the levels ought to 
he the principle gives no clue whatever. The criticism is, therefore, not 
without some force that Government is making it more diffknitt every year 
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to roplftco an excite rcTenue which on ^he whole it inoreeeitig. It teewie 
to me that if it be really conceded that the aim of GoTernment It to etfeet 
a tteady reduction in the oonaumption of country tpirit and hemp drogt, 
then one of the hrtt stept thould to fix the maximum amount of rerenue 
which Gorernment require from thete tourcet, and then to press down 
contitmption to the corresponding minimum leTel. As new sources of 

revenue are secured, or old soiirci^ yield increased amounts, the excise 
revenue would be correspondingly redticred, and consumption further 

diminished. The position at present is that as consumption goes up, 

C^ernment increases its estimates of revenue, and it then becomes more 

uifiicult to carry measures likely to affect budget expectations. I need not 
elaborate the argument at length, but I think that Government might ex- 
press its policy in more definite terms — ahiolute rather than retaiive m 
character — on the assumption that future development in India will be 
steadily in the direction of reducing the c'onsumption of excisable articles. 

Q, (i/i . — The duty on cfiuntry spirit is fixed with reference U> the economic 
condition of people in different parta of the country. 1 am not prepared 
to gi%*e an absolute answer to the question whether any particular rate is 
too high or too low. f see no particular merit in uniformity. Where good 
rensons exist for variation, then the only opposing factor that ne<Hl be 
consid€»re«l is the complication or confusion of accounts and figures. 

Q. 6ft. — It has not been our experience in BeugH) that illicit pr<Kluction has 
increased unduly. •“ 

Q. 67. — T do not think that locally-made imitations of imported liquors catr 
bear the ^amc^ rate of taxation. They are cheaper productions altogether, 
and arc consumed by the poor classes who cannot afford the more expensive 
bratulH. Tt is obvious, therefore, that they cannot hear the same rate 
of taxation unless the burden is to press unfairly on the consumers concerned, 

Q. — It is not practically possible to allow Local Governments to imposw 
supplementary duties on foreign liquors without the concurrence of the 
Government of India. Tt needs no argument to prove that if two authorities 
are permitted to snatch at the same source of revenue, it is possible that 
neither w'ill get anything at all, and certain that both will get less than they 
think they are entitled to. 

Q. 09 . — This department has adopted the view^ that where issues take place 
from a bonded warehouse, duty (whether the same in both provinces or not)* 
can l>e credited to the province of consumption. In other cases, there is 
no practicable metluid of adjusting the matter unless we are to interfere 
with the private trader and his customers to an extent w'hich would be 
iniolernble, 

Q. 70. — The tree-tax is in force in this province in the districts where 
fort is extensively consumed and it will soon be extended to the remaining 
important fart-coxutuming areas. The shops are sold by auction every year 
and there is no reason to suppose that we do not get full value* 1 am, 
therefore, of opinion that fori is taxed adequately. 

P. 7i, — No general answer can be given to this question, as everything 
depends upon the object which the taxing authority may have in view* 
Excisable articles enjoy a varying popularity in different areas, and the 
rate of duty must be assessed in accordance with local conditions in the light 
of the policy which may animate the authorities concerned. 

Q. 72. — ^The system of wholesale supply is satisfaetoiy. 

7S. — Our system is, I think, satisfactory. 

(J. 74 * — There is no monopoly value in any of the licenses in Bengal. I# 
restrictions in number result in an increase in business in the remaining 
shops, then the department gets the advantage through increased license- 
Im. The exception to this might he the large retail vendors of foredgn 
liquors in Calcutta. Many of these firms are of very old standing, and the 
goodi-will of their hosineas mqst be considerable. To what extent that item 
atises from monopoly is doubMul, and 1 presume in any event that the case* 
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^ forwgli liquor irmidoni im MMptimaL 8o fmr m eountfj liqiiof» h«am» 
drugi and opium are ccmrerned, tliere w no monopoly ealue in Bengal. 

#5. — The duty per »eer i« not quite the aame thing a« the total inci- 
denoe per ecer. Much depends upon the eyttem on whieh Uoenee feee aro 
ooUected, and to amre uniformity in the latter would be a formidable taek. 

I can see no particular merit in uniformity, and would he aatiidied to ©on- 
centrate on the question of retail price. 

7 /;. — I Hill not arf|iiaiiited with any system of employing salaried 
persons for the retail sale of opium. Under the fixed fee system as it is 
operated in Bengal, the vendors are^ in a sense Ooverument employees re- 
munerated on a sliding scale. We secure all the advaiitag«!« of private and 
personal management, and at the same time a direct share in the increased 
profit arising from a larger turn-over. 

V* — I do not think any special steps are ntHessary at present for the 
control of illicit trade. Inter-provincial smuggling is u matter for both 
cultivating and consuming provim'es, and I ca»i M?e no reason why both 
should not take the neceasary steps to the fullest extent within their power. 
There is no reason at prei^ent w’hy the (Government of India should l>e invited 
to help in the solution of this prohlein. 

Q. 16ft. — I w’onid not recommend any further extension of the iiion«»poly 
system. As I pointed out in roy ansarer to question No. 7fi. (iovernnient shares 
in the increasing value of a retail shop, hut at the same time, is relieved 
from any responsibility for management. 

With regard to paekuw and tan, individual effort in production and 
diHirihution is ahsoliiUdy essential. These articles are not suited for unified 
handling or t'ontrol on a large scale, or over a wide arc^a. 

The question of public “ trusts ** Ui manage €»xcise shops on a limited 
or non-profit basis to secure ulterior subjects probably does not arise here. 
But I am inclined to think that in a place like (’alcutia an experiment on 
these lines might he useful. 

Q. 169. — Although T had not a long experience of the older regime, and 
therefore speak with reserve, T think there has been a decided increase in 
efficiency. Control is more direct and constant, and the organisation heing 
more manageable in siae, greater attention can he paid to smaller but 
nevertheless important details. 

No uiiefiil results would acc'rue from a r<'>mhiiiatic»ti of excise and customs 
services. The respective spheres of action are distinct and well-defined, and 
any change would merely cause complications without any corresponding 
advantage. 


Note on the inrefent eyitem cnltieotion end rankly of Canja 

in Bonfol. 

Ganja is grown in Bengal by ordinary cultivators who hold land within • 
defined area at Naogaon in the district of Eajshahi known ns the ganja mahah 
The total area to be cultivated each year is fixed by Qovernment, 
with regard to the probable consumption and the necessity of holding 
reserve stocks of fresh ganja sufficient to carry the department over a bad 
season. This means that each year more must be grown than is likely to be 
consumed. Broadly speaking, 4,000 maunds is the annual off-take, but it is 
necessary to produce between 5,500 and 0,000 mannds. It is important 
note that the reserve stock itself must he replaced each year, as ganja over a 
year old rapidly loses its narcotic power. 

2. After the total area has been fixed, the recognised and registered culti- 
vators are told by the Excise Department what area each is permitted to 
cultivate. The allotments vary according to the ssse of the holding, the pre- 
vious outturn, and the past history of the cultivator. The poUqy of the depart- 
ment at present is to introduce a steadily increasing nnifomiity by eliminat- 
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iiif( th«*inorc» iiotif eubit? without, at the same time, creating dis- 

content. 

f*l. The thcin*^«*lveH are entirely res|>oasibIe for cultivation. The 

fttiiH iH their owu. ami the exjK*nM*-s ol wet^iiii^ aiifl trri;;tatioti are borne by 
them. The Kroaer.s haie orgatiif»ed into a (*o-oj»eraiive Society. Gov- 

erriinent an well as the coriHumers deal with tlu* mk iety and not with the indivi- 
Utial j^rowerK. The MK-iety iiiren out pUfnpN. and advance^ money against the 
crop. Hut it has nothing whateviT to do with th«» hind or its cultivation. 

4. The society directly participates only after the crop is cut. It builds 
central (haiar^ lyards) to which the growers transport the crop for inanu- 
fiicture. 'riu'iice it is taken tf* the I'eiitrai warehouse at Naogaon. all expenses 
oi manufacture and transport being borne h\ the individual grower. At 
Naogaon, the tjonjo is gradeil an«l thereafter the cultivalorH* direct coiiuection 
with it (eases. 

r>. The MW'iety. having thus taken over the crop at the central warehouse, 
then (h*spatclie/% crmogiunent.s as riH|iiired to the (io\ eminent warehouses 
throtighotit Herigal. ’rhes4- warehouse.s are in the charge of Goveriuntoit 
Excise Officers. Tlu' society supplies packing inaterial.s, pays for trans|»ort 
and inaiiitains at (nuh warehouse a clerk to look after its interests. The 
licoriMcd retail vendors obtain issues from the warehouses after jmynieht of 
dtUy and cost price into the hx-al treasury. 

<>. Sales to the contractors or agioits of otln^r j>rovim*es are made €>.\-godown 
at Naognon. the cost of transport, etc., being i>orm‘ by the piindiasers. In 
It nigal, as already sfiued. transport and wandionse charge.s are borne by the 
society, which explains the dilferenci* of lo in price inside and outside 
Hengal respect iv4*ly , 

7. Such being th(‘ system, the fixing of prices is governed by the following 
( on trolling factors : 

(u) The off-take -or consumjdion- is always less than the produc- 
tion. and tlie pri<‘e {»er luaund must be .sufficient to pay for 
and ir) and ah. The .surplus crop is kept in reserve, and. if not 
riMpnred. is destrt\ved wlnoi it is r(‘phiced by fresh slock of later 
grow th. 

lb) The society pays tor the excise siafT deputed temporarily to Naogaon 
during the cultivation srasoii. 7'his chargt' amounts to about 
Ks. Ml per annum, 

(# ) Th<’ society must purchase from the grcnver.s all that they jiroduce, at 
HO mueh per mnund. 

(</) MMie society must cover its own working expenscvs, build up reserves 
and. in addition, finance the s(x ial a* livities it ha.s undertaken. 
The principal so('ial ni'tivities of the sm’iety are a.s follows : — 

<i) Charitable grants of varying amount from year to year. 

(ii) Grant to thriH’ disjtonsaries at Hs. 2.r>()f) each fH»r annum. 

{Hi) (irants for primary and secondary edm at ion. These \ arv from 
year to year betwinm Us. lO.fXX) and Us. lo.(XX). 

(ir> Veterinary (hargtKs— *Us. approximately. 

( r) Grants for iinjirovement of road.s and tanks in the ifania wahnifi. 
These vary from year to year. 

Some of the above grants are practically fixed annual recurring charges, 
while others are made lux'ording to rt'quireiiients and funds available. 

While Government are fully alive to the necessity of .strict c'ontrol of expen- 
diture of tills kind, it is considered undesirable to prohibit the soidety entirely 
from developing the more beneficial features of cxvoperation. The society is. 
however, rec|uiriKi to keep the expenditure under social activities within the 
limits of such reasonable |*rofit as it is entitled to make and not so as to unduly 
inffaie the sale pricx? or affect the Government revenue. This point of view* is 
always fully cxmsidered In^fore the society’s annual budget is approved. 

S. During the past twro seasons, the department has been endeavouring to 
introdnce some principle into the method of fixing prices. The rapid and 
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ikppftrently arbitrary incrt^a^' bcawiM?n the years WJO and 1922 attracted adverse 
oriticiHui. and it was obvious that mime definite |>rifH* basis should be found. 
The latest esiimatos show that Hs. lot* may Ik' taken to 1 h' the total tH>si to the 
cultivator |M;*r hitjha, <»ii an outturn of 3 mauiuis, delivered at the tH>ntral wart'' 
hous<\ TVie pri('t> pai<i hy the siK'iety lo the cMiItivater had in previtius years 
aj>proxiinatt‘d to ilu* e\juivaieut o! Us. 3tHl per htijha and it was deeitled to tintke 
a bt^^inniiig hy establisbinjK rates on that ba>i.>. This tiuure wa.s taken !>eeause 
a '‘ti.rt had to be made somewhere, and the growi'r »»lo omsly eouhl not tihjot t 
it. Whether it, is exe^^ssive or not is i\ question still umhu* i*\ami nation. 
The expenditure ot the sianety having thus Usm det< rimneil, tin* prne ii niiist 
MMiin* tor the aetualiy iioin^ into < 4»ri>niiipJ M»n is ea>il\ ralinhiUHl, <lue 

allowam’e beinc madt* tor nnstellaneous Hourees of re\enu«‘. s\n h as lure of 
oumps, sale of empty paekin^; eases, ete. 

It will he <»hsi‘rved that the Impe of arriviiii; ultimalely at u lair com- 
mereial prnn* dejiends ufHin tlu' toHowtnt; eotisiderations — 

fi ) llvdin tion t>i the area eiillivuted to tin* lowi'st limit eoiisistent with 
sateiy and main1<*nanee of rt*serve sto* ks. The uiu'eonomie sni ' 
tdiis produet ion for w hn h the grower lias tn he p}ii4i would thereby 
be reduee<l to a mmimuni. 

'b) ('lose s< riitiny of Uie soi ieiy’s hudj^et, to i heek any temhuiey touanls 
extra va;:a 111 e. 

(e) Further em|iiiry int<» the eost id' enltivation and the not protits of 
(he iji'ovvers. 

10. Th(‘ society is not alto^qlier rei om iled to the idea of hasinjjt cnleuhitioim 
on tht' hitihti, 'rile ^r«»w< r looks only l«» the pru t- pt r mnnnd. If outturn in 
low , hi' hu" in the joist ree«Mved a hi^h j»ri«N* per maniMl, and wlnni <mliurii is 
^ood, lie argues tliat lie should Ket the henetit hy the mamtenani’e of the Name 
fitture. To do Si) iin'Miis that the siwu'ty must ask fhivernment to fix a hi*i;her 
jjriee for sah- tt» retailers. On the olh< r hami. wIumi outturn falls, the grower 
i!;rniMhles tliat if tlu- joiei' |»er iiiaund is nnihanto»d. In* is not ho well off ns 
tielon* ami attain he demands ait iinrease. It would apjiear. therefore, that 
so tar as (fovt'rnimoit is corn'erin’d, it can hiok only to the pri«-e reeei\e<l hy 
the j.rrower per In.ffid. Mis e\pens4‘s are (h‘termm<d mainly hy tin* area 
t>h)ii/i;hefl . weeiji/d and jri it.*:a t»Ml . MannJartiire and lransj»orl are slightly ijiore 
exjiensive if the rroji is hi*avy, hut this inrrease in I'ost Iwars hut a Hinall pro- 
|)ortion ti) the total. On t he vs lioh*. therelore. an‘a i.s tin* mori* t*<|nitaf)le basiB 
fur i*"! nna i Miic i<»'t V. Fnriher, it i> a knoviii ipianfitv. hndi.^i*t t i n^^ is sinijdtfie*!, 
and a .stable jiovition ran he maintaiiiefl from year to ye.'ir. Nor ran the 
jL!:row<T'‘ reaNunah!> roinjd.un. w le-n tfiev ini’i a j*n< e has«'rl on a lix< d rate <>■' * 
^e//ei, irreKfnH't ive of season or outturn. 

n. Tt slioiihl he exp]aiin*«l, how<*ver. that tin* society di>c*.s not joiy thf* 
grower aci'onlin^ to area. '1 he maiunl is tin* unit and }.!:ood linshainlry thus 
hriiijis its own reward, the cultivator wfio secures a jjood outturn receives 
more money than the c-areless and nejcli^ient. The amount dislrihuted ij« 

ecjuivalent to a fixe<i rate per over the whole area, hut tin* share of the 

individual cultivator depends upon the outturn in innunds tnr fias obtained 
from his allotment, 

12. The position at prr*#ient is that the raU* ha*t been t</inporariIy HtabiliMMj 
on the basih of Its. 30) per hijy/oj, pending further examination of the probletti. 
The price equations now are : — 

(1) As between Government and the fMK-iety — 

(Areax3()0) plu$ tEx|K;nsett of »o<.iety, eU;.,) i'c ninitnidicn in nmiirnJii 

X price j er juaurid {>aid 
ly rcUileri) to w*ciely|. 

(2) As betwe>©n society and growera ; — 

t Area X /Total production in maundft x firice per maund paid by 
society to growers.) 

13. It will thus appear that the crux of the problem lies in the determina^ 
tion, first, of the area to be cultivated ; and, secondly, of a fair rate per higka. 
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■8«!0>ton»l vanatton*., on whii'h the grower usually bases his complaints, are 
eli til ill uteri from the rpn.ition of price, when the latter is decided in the manner 
shown 


Mr. Hogg gave oral evidence as foUovis : — 

Thf! Pre^ulrnf . — You say that ;»ra'lutition in imlirect taxation is >K»th 

fea.sib)o and dt*fiirahi<.i 

1; Y»*s; I think so. TJif * hf*apt*r Itidtan-made brands of spirit — 

as{>ecially the choaiHO spirits that are manufactured in Bengal — cannot bear 
the Hame rate of duly foreign li(juor might bear. 

Q — hKally-umdo jonugn iHpior should havo a spixial rate of duty? 

A. — Ye«; less tlian the* dut 3 ' to which the foreign liquor is subject when 
it enters India. At tlie duty is the same. 

Q , — The present policy was adopted <iri the recommendation of the Excise 
Ckimmittee in which contined the definition of coiinirv spirit to jilain 

spirit with iu» colouring or flavfuiriiig. and impo.sed the Tariff rate on every- 
thing cdse. 

.4.— Ves, 

(J ,- — .And nott' the laritl rate ha*^ so largely heen irKTeased'" 

A, Yes. The has been raise<l to such a level thru I do not think tho 

Indian-made liquor <uu stand it. 

— Then you w ill have three grad<».s 4>f spirit ? 

A. Yes; country spirit. 1 ndian-ina<lt‘ foreign liipior and overseas foreign 
liquor. 

r rider w hat class of license x^ould you sell tlie I n<iiaieinade foreign 

liquor ? 

A. — Tim same as for foreign liquor shops. 

Q — And would you include Bombay spiciM! spirits? 

.4 Yes. I would put thetii on the same footing as Indian-made flavoureil 
irpirifs. 

Q . — Then there is another class of spirit which i.s largely imported into 
part>s of India and that is sjdrit made from toddy known as Colombo arrack. 
Would you put tliat in the same category? 

.4, — I think so, rather than have it competing with country spirit, though 
I have no experience of it. 

— The net result of this proposal would be, 1 take it, to increase the 
(XULsumptmn of tins loially^made foreign lupior at the expense of imporusl 
-^ipirit? 

.1. 1 am not sure uhout that. IwM'au.se this ludiau-nmde spirit is consumed 

classfxs who cannot afford to pay for imported spirits. It i^i consumed by 
peo])le who wuni foreign liipior but cannot pay for the higher grades that 
are imported. My poitu is that we ought not to undertake to raise the duty 
to whatever level the Cioveniment of India rai.se the tariff rate. But there is 
no reason to suppoNc tiiat people are eitluT giving up lndian-ma<le foreign 
liquor or beginning drink it more than before. 

— Your view on this matter is not influenced by the fact that the duty 
in the one case go4>s to your Government and in the other it goes to the 
GoverjU*nent of India?' 

4 — Xo; not at all. On the other hand we lose if the duty is lowered and 
tine consumption does not increase to make it up. Our policy is not an 
increase in consumption. If wo saw' that consumption was increasing, we could 
then consider the desirability of raising the rate. 

n , — I am thinking of the shifting of consumption from liquor of the highest 
grade to the liquor of the lower grade. 

.4. — You mean from ini|H>rt«Hl liquor to Indian-made foreign liquor and 
-from Indian-nuide foreign iu|Uor to CHJuntry spirit? 
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V- — Yes. 

.1. — ^Then \vt* should have to adiusi duties WtwcH^n the three in such a 
way that we would not be aetually encH^uragin^ the consumption of liquor. 

Q . — is it not coniplicat^Ki by the fact that the one rlass of excise duty goes 
to the Government of India and the other to the L<h‘hI Gttverninent F 

4 — Ye>; it is. The )o<\illy-made lorojgn lopior pa\s duty at the iarilf 
rate and we alway.s increase the rate when the (o»vernnient of India increimw 
its tariff rate 

Dr, raranipyf . Q . — What was tlie question between you aiul llio Govern- 
iient of Hojnbay as reg.^rds the rales? 

.'1. — That w a.s a que'»iion of spirit used in medicinal pre|>arations. 

Q . — And you charge Us. r» for that ? 

A.— Yes ; that IS done sunpiy to secure u supply ol ('heap medicines. That 
is The prunsTv t ni ledm jug tb(' rate ot Its. o. 

The Dn auirni . y. — You lowered the rate much below the lari if rate? 

A. — Yes. 

Q , — “What :ire» these nu'dK ines.' 

A. -'A great many art' tie* tinctures that are sold in the clounists’ ahopn. 

Q. — Are they poiahlo' 

.4. — No. they arr* not. We would not allow anythinj^U^ bo on the li»t as 
a me:licino whirii ('ouid be used as a b<»verage. We now insinl in liengal on 
th«‘ B. F*. .st>e<'itu‘alioii lieuig toljowed with regar<l to 110 ' spirit (onletit. 

Q. — Gan't you biter out the nu^dtcinal contents and ho get. the potahio 
spirit? 

A. — I do not know if it could be done very easily. 1 think it would 
require a very skilled ( homist t-o do a thing like that ; and I doubt whether it 
would l>ci worth his while to do it. 

Q. — Do you give any concession with regard to spirita iisetl for porfumoryP 

A. — Wo have taken np the attitude that such preparations are luxiirios 
and there is no tuirticular reason why we should give the spirit for thoso 
things at the reduced rates. Our i>re.sent intention is to oxtdudo thiwe from 
the five rupee rate of duty. Bombay, I btdioviq allows these preparations to 
go in at the five rupee rate and also allows its manufaclurers to tnako 
€j.ssence.H for aerated waters. I believe they use spirit issued at the concME^ion 
rate to make those essences. But our opinion in Bengal in that the spirit 
used for these preparations should not be given at the concession rate. 

Q, — Do you remember an oiTosion .some years ago wdieti one of your dia- 
tricts drank 60 thousand bottles of Eau do Cologne? 

.1. — I cannot remember that. 

Q , — I was only mentioning that as illustrating the danger of issuing these 
at cheaper rates, 

4 _..Yi*^- ; b.*iV4- five bonded laborat<»ries jn Beng.il .(ud lh»*y anr h g<i<»d 

tlcijl ot .spirits, running tiiousaud-. ui pr».i«*i gallon-.. 

Q. — Is there not a danger that it will pass into consumption? 

.1. — I do not think so, It g*"n**rally put uft in snuill l»otf)»*H. wdiiclt are 
sold in chemists’ shop.s at a comparatively very high prhe. 

— C'omparatively low price when you consider the strength of the spirit? 

4 , — Yes; but w’e have no reason to siip|>ofie that anything illicit is takin|[^ 
plaee. 

(f . — Have you compared the quantity of thc»se tinctures and the quantity of 
them that [»aid duty in the Gustom House previously? 

4 — Xo. I have not made any comparison, Fii any ceae it would be very 
difficult to make a comparison liec;auiu^ the use? of thc^se medicines seems tc 
be steadily increasing for other reasons. Of course, this coneeesion has done 
much damage to the import trade in tinctures. 
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Q , — May wo oomo hnok U» tho question of Indian-mado foreign liquors? 
Buppostng that you had them excised at a lower rate, w^ould you place then: 
tinder the narno restrictions in respect of passes as imported liquor? 

A . — T should place them on the same fof>ting as the ordinary imported 
liquor, f (\o not Mie how one could make a ^iistiniaion hetw<.H?ii the Indian* 
made and the imported liquor. Any atU^mpt to make a distinction trould 
cauiie administrative difficulties and intense friction with the public. 

Q , — Suppftsitig another provinre maiutaiued the tariff rate and you had a 
lower rate ; would you not get into difficullk^? 

A . — That is one of the prohltons we are trying to solve now. The only 
sfdution of thi^e interprovincial difficulties will he t<i have an uniform rate hy 
agreement. I W'ould not jrropoM* to have any rate in Bengal other than the 
prevailing rate, in India. I think vve <’ould have an uniform rate hy agree- 
ment heiween provi nit's. 

Q . — One solution that has b<?eri suggeste<l is that you should stick to the 
tariff rate and that the* whole should go to the Government of India, bocaus© 
it is .1 very small matter really and the amount of trouble and difficult^' it 
causes is f|tiiie out of projKirtion to the amount of money. 

4.— Yes; there is, as a matter of fact, practically nothing in it os between 
the provinces. The amount of money involveil is not wortli all the corre- 
spondems' that is tiiking phui*. 

J)r. ^ Q . — Do you think that the rate on country-made foreign 

liquors should \h> fixed hy the Central Government,^ 

4. — I would have no ohjeciion to the duty going it) the Government of 
India if the accompanying urrangennoitK for giving us other revenue.s are satis- 
fnetory. That would he purely a matter of a quid pro quo^ and f think it 
would, as n matt<»r of fact, save us a tremendous lot of trouhh» and worry. 
It would lie II very goo<l solution of the difficulty if the Governincuit of India 
would take the whole duty on Indian-made foreign liquor. 

TAi* VrtKuient , Q.- Is not there another caase of friction arising out of 

your licf'usiiig system which priK'tically has the eff»M t i)f charging a provin- 
cial duty on imported liquor? 

4. That is so. We have in Bengal a license ftH> levied according to 
the volume of 3iile.s in each sho|>. If we pushcnl up that ftn* to any substantial 
figure, it would Iki an adilitioiinl tax. It is liard to draw a line betwt'en fee 
and tax. Now we charge two annas a bottle wiiliout regard to the kind of 
liquor. 

Q . — And that handicaps the retail dealer as compared with the wholesale 
dealer? 

t.— The wholesale dealer is only allowed to sell to a license<l dealer. He 
has no right to sell to the public unless he takes a separate license to sell to 
the public. Licensee's to stdl to the trade pay a fixed fee and they are allowed 
to sell only to other licensed dealers. They must have another license for 
sale to the public and on that they would pay two annas a bottle. One man 
imiy have both kiiul.s of license. 

Q . — That is for sales in Bengal? 

4 . — We take the fee only in respect of sales to customers in Bengal. But 
we are not satisfied wdth that arrangement and T hare at present a proposal 
under disentssion to levy the fee in re8|iect of sales to customers outside Bengal 
as well. I see no reason why we should not have that fee. We have taken 
up the attitude that duty belongs to the province of coipumption but license 
fee ap|iertains entirely to the province of location. It is a fee for the right 
of sale in a particular place and it does not matter to whom the sale is made« 
We ought to get the fee. 

— Although the Hcens© fee is practically an enhancement of duty? 

4 ^ — Ym, It is an additional charge and you can call it an enhancement 
of duty. 

In otber wordl^ Bengal has a right to take a transit duty on foreign 
liquom? 
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4.— Tbat \h another wav of putting it. But we base it on this ground. 
The licensed premises are in Heiigal. VVe have to go and see that the premises 
ar€^ suitable. We have to ins|>ect and supervise them and see that the stocks 
are properly kept and looked after: and our license ieo is partly a remunera- 
tion for all that trouble and incidentally it is a source of revenue, 

Q . — Two annas a iKUtle would bi» rather a generoUsS remuneration for the 
serv ices rendertnl . 

.4. — If you levy the liceitse fee it must he paid in resj>ect of the premises 
and ihe only authority who can collec't it is the Uaal authority. 

— You cannot refer to any such system out of India. Normally the 
licenM* ftH> is noiiiinai 

4. — Yes. I think that is so. In other countries the fee doea not depend 
upon the volume ol sales. 

y. — Do yon ( on.-^ider that India should he self-supiM»riing in resjveet ol salt 

A. — Not if it is going to cost too much. 

Q . — During the war there was a very Marions situation. 

4. — 1 do not nntit ipate a war in the immediate future. 

Q . — The machinery that was opened to supply the demand has all lHH>n 
KTapped and the men who invested their money in it have lost. 

4 — These argnments are rather political in thiirncter. I see no parti- 
cular necessity on Hsral grounds. From the point of view of policy it is a 
matt‘»r for politicians to diH'ide. ^ 

Dr, Porfinjpy* . (>. — Do you agree that there is a deinatid for salt inunu* 

fa< ture in Bengal itsidt ' 

.1. — 1 cannot say that I have come arros.s any inditatioiiH to show that 
people want salt maniita< lured here. What I have stHui is that viltagera in 
the .saline tracts would like to colU*ct salt for their own use. We havt* a very 
atienuated staff and yet we practically never come across any aerioua cane 
of illicit manufacture of sail. 

Thr Presifirnt . Q . — \Vas it killed by Government policy H 

.1. — I am inclined to think that the re.s\ilt of the consii^tent policy of Gov- 
ernment ha.s practically be<*n to w*ij»e out all temlem y to maiinfacture salt on 
the coast and the ( heapness of tin* imported salt has also mutie it not worth 
while to manufacture salt. 

— Th€*y were allowed to inamifactiire salt during the war. it not 

.4.— Yes! 

Dr. J\ironjf/yf . V* — What hounty would they rt^nnire to cfintinue to iiiunu- 
facinre salt!' Will an additional protective duty help? 

■1. — T r€*ally l annot say what the result would he. I believe the villagem 
in the saline :ir«*as would begin to manufacture at om c if you gave tlnun per- 
mission. But they w'ould do it for their own line. 

Sir P* tcy Tharnpshn . Q, — If you put on a fairly heavy irnport fluty, wouUl 
it revive the Bengal industry? Would it he pf>H**ihle for them to ke<»p <ml 
the Madrii.s or Bombay salt ? 

.4.-1 do not think the position in Bengn) is such that the salt indiiHtry 
would .start again without a strong indiiceimuit which will make the industry 
commercially attractive. 

Q , — ^Would a customs fluty prevent more salt corning from Madras and 
Bombay without any enhancement in price? 

.4. — I am not prepared to jwiy that. If the Bombay and Madras salt manu 
facturens raisad their prif^es as the duty went up, then of course the tein{»tft- 
tion to make salt here would increase. Your assumption is that Bombay and 
Madras jieoplo would k«[M^p down prices inspire of the iiicr€Mis<* in the duty. 

— ^They would have to sell it at the same price as at Madras. 

A . — If the duty kept out any considerable quantity of forein salt then 
pricea would certainly go up. When it is known that there will be greater 
demand all over the country, prices would naturally go up. 
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r>r. Vamnipye. Q . — All over the country where foreign salt was entering? 

A. — Excluding the cost of carriage, prices would tend to be the same all 
orer India. 

7A« Prf$idr.nt, Q . — Actually there has been no salt made a'ithin the iimita 
of the present presidency of Hengal for a great many years. 

A . — No salt has been made worth speaking of. 

Are there not fre<^iient thunder storms during the hot season? 

A . — That is at the end of the cold weather. In the hot a^eather there is a 
long spell of dry weather. T had spcK-ial reason to observe this when I had 
to maintain a special staff to dcdect cas<*s of salt manufacture. The salt manu- 
facturing season extended to four or five months. 

“Even in the hot weather don’t you get a few thunder storms? 

A , — Yc»«. 

'Duty is levic^I on the weight. Rut in certain parts salt is sold by 
measure, is it not? 

.4. The customary rates will |»revail, and the purchaser will knoTv whether 

he is pitting the Harnt^ value us he used to get. In the long run the prices will 
tend to settle down to the actual value of salt. When I was answering thia 
question I took it t<» be a mutter of wadglits ami iiu*asi»rcH. I was not aware 
of this proce.s.s of sifiittg. 

not the price determined hy the ring which controls a particular 

market ? We wen^ told in tin* ijoltih.% that wIkmi there was a rlispute in the 

ring the whidesale price fell from Hs. 80 to Us. 00. 

A.-- ■! do not think that is so in the m<»fussil. In some ca.ses a man will 
get his salt for nothing. When he punhu.He.s sufficient provisions in a shop 

ho get« a handful of salt thrown in free of co.st. The value of salt is so small 

that the shop ki'iqu^r can affonl to give it free. 

Q , — It is remarkable that in some place.s it i» four times the average price, 

.4. --That w<»uld he very exceptional. 

You think that the only ml^jxicanlH other than alcohol likely to be 

prohibiteil are bernp drugs. 

4 — With regard to opium there is a very tlistinct feeling throughout the 
Presiilency in the niofussil as well as in our advi.sory committees that there 
cMight to be certain number of opium shops. Some of our committees recom- 
mendoil the abolition of country spirit shope but have at the same time 
recomtnended more opium shops. That attitude prevails almost throughout 
Bengal. 

Q . — That is the traditional attitude 1 think. 

A. '1 think HO. The average niofu.ssilite has an idea that opium is useful 
as a medicine and many old men in the villages have asked me to open shopa. 
They douH mind what yc>\i do with the liquor shops. 

Q. — The average public opinion would su|»port that opinion? 

A.— Yea, 

Q — I {Jo not quite follow how‘ the .super -charge on Hoad and Public Works 
Ce$8 w^ould bring in 65 lakhs? 

A. — The position in Bengal is this. The local bodies raised one crore and 
16 lakhs for 1922-25. Out of that the local rate was 72 lakhs and Qovemjnent 
rontribiit^ 29 lakhs. Now it is admitted that local rates should be allocated 
to local purposes. My argument is if the local bodies refuse, as they hitherto 
have done, to increase the rate then in the last resort Government is entitled 
to stel> in. The local bi>dii^ pursue this dog-in-the-manger policy in their 
annual I'onferences and have <n>nsistently refused to consider any increase. 

Q. If the Board increases the levy. Government contribution should he 
stopped ? 

.4 .—If they increase it to a sufficient level then I should stop the Govorn- 
ment contributions. If these Boards don't put up the rates sufficiently high 
Government should resume its rights to the tax. My idea was that Gtovem- 
meiit would not only save its 29 lakhs but also take 36 lakhs as additional < 
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Q - — Would not th« sup^r-clmrgo Ho 5() por t'ont hy Uio Uh'hI Inidy? 

4. — 60 per cont by tho looal l>o<iT and 50 por coni by tha Gorernment. 
1 really meant that in the la.st resort the rass might be doubled and Covern- 
ment might cease its contribution. 

Q . — Do you think the landlord and the cultivator a^ould like it? 

A. — I think in viea^ of the iiietlKMl hy ahich it is collet»te<l it frould give 
no trouble. 

Q , — Would it be more popular than the taxation of lifputr? 

.4. — 1 do not think the vast majority of people who would have to pay, 
have any idea of what is collect«»<l out of liquor. They would not say wa 
would rather have liquor taxed than this. 

Q . — You have got to tell them before doing it, 

4. — It might have to be explained finally. If they understood that the 
eens was being collecUHl for public purposcvs and realised that in fact it was very 
sniai), I think there wtnild he no tr4»uhle in getting the money. 

Q . — Will they imt res«*nt it? 

4. — ft would he re>»'nted at first. In a few years they will he aretisloined 
to the new rat^^s and tht‘ new level of taxaiitm would heconie settled. 

Sir Pt rvy Thomt>sfm . Q !>, there not difl'u ulty about doubling the eeaa? 

4. — There is a U‘ga] difficulty. • 

Q. — Will it not fall on the wrong shoulders.*^ Why should the owner payF 

4, --He owns land there. The tux might very reiisfinahly full on the pc^ople 
who own land in the district. 

Q. The landowner docs not get the henefit of the expenditure. 

4. — The land may increase in value and I do not see why the lamllord 
ahouM not pay his share. 

Q . — He may be a non-resident. 

4. — I would not make that a reason for frt'cing a man from the tax. 

— 1 do suggest that the people who pay nhould he thc^ |>eofde who enjoy 
the benefits. In England the owner dews not pay the raU*«. 

4. — It begins with the occupier. It is the cultivator that pays the ctmii. 
On paper part of it ivppears to fall on the ow'iier. What the acliial incidence 
is, I am not prepared to say. I think the iiH'ideiice is distrihutiHl hetwi’cn the 
€Kicupier and the varioms owners until y<iu cmiie to the wamindar. To work 
out the prfHdse incicleme would he a very difficult question. I wuh thinking 
of the ultimate incidence. 

Q . — Have you ever known a ca.He where the Kamindar ban increaned the 
rent on the ground that an a.HH<^siiieiit has Iieen imposed? 

4. -I have never known any one aisking for an increamiHl rent on this 
|p*ound. A g(KMi riuitiy zainindarK do in fai^t levy illegal exactioriH from the 
tenant to w'hich they are not entitled. The? total of such amourita might 
exceed the ce«s. 

Q . — For the present a tax on man u fact ur<Ml tobacco would moan a tax 
on cigarettes? 

A. — Cigarett4^ and {possibly the finer ft>riiiH of Indian tobacco used fw 

hooka t 

— Would it not he extraordinarily difficult to collect that? 

4. — I believe that high grade ioharx*o of that type in made by several im- 
portant firms. It may be that there will be serious ohjectiona to a tobacco 
tax. But it i.s suggested, as it is a fruitful sour<!e of revenue in other 
countries, and it would be a great pity to abandon it here without getting 
aometbing out of it. The only way of getting at it is to leave out what I call 
mw tobacco, to distinguish it from manufactured tobacco put up by Euro|>ean 
finns or in a manufactured Indian form. Then 1 shouid tax manufactured 
tobacco as much as it would stand. 

— j{ one province alone were to tax it, would it not be unfair? 
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A, — Th© method by which you would levy the tax is another question. I 
am not certain whether it will have to be levietl as an all>lndia tax. It 
might be ntKresaary to levy it on an ail'India basis, I was not concerned with 
the question whether it is to he appropriated hy the Government of In/lia 
or the Provincial Government. I am merely trying to indicate a source from 
which a certain amount could be made. 

Q . — We find a great many difficulties. It is grown in sc*attered areas, 
ft is hardl^^ manufactured at all. The little that is manufactured is manufac* 
tiired as a cottage industry. The only Hcheine that has any element of possU 
bility is U> treat it as you tnioted excise privilege's in the old days and sell the 
monopoly of vend in fixed areas. Couple with that the limitation of privato 
possession and license the dealers so that the cultivator w'ould have to sell his 
tobacco either to the rnonopiilist of his own area or to the monopolist of another 
arcMi or to a licensed dealer or expc»rtcr. Tl»e monopolist should buy his pri- 
vilege by auction ; he would help the excise staff to put down unauthorised 
sales. 

.1. — That would Iciul to much friction in the mofussil. 1 do not see how 
you could stop the cultivator from selling his little surplus of tobacco to 
anyone in the n«ughhourho<Hi. It %vould be a nio**i oppressive thing to do it. 
A great deal of raw tobacco grown in little garden plots in the mofuasi) is 
consurncH:! by the hou.sehold and any small suri>lus is carried to a Icxnl market 
and simply Hold iiiuk r the trees. I do not see how you could interfere with 
that without running the risk of having a great deal of trouble and causing a 
great deal of rcMfivtment. 

y.-* -Probaldy your monopolist w<»uld keep an eye on the local market ami 
would buy it ut* 

.4. — Hut by the time he reM*Vls it to the public there would be a very 
eouHtderable a<ldttion to the i>rice and it would )»e much simpler for the 
villttg€»r to get it direct. The atUunpl to stop that would lead to endless 
trouble and friction. 

Q — Was it not the position in the old days with excise? 

.4. -'Save in exceptional areas, public sentiment is not against the excise 
Btaff, Hut the reverse would hold with regard to tobac'ro. In the ease of 
tobacco, you are interfering with a |»etly luxury of the villager who has not 
n grtMt many indulgences. The r<»sentinei!t would be very great. 

Phf^ J*i ffulcnf. Q . — Do you think there would be universal hostility as in 
the ciie*e of exciiM'? 

4. — I donH say then' would In? universal hostility, but there would be 
etulleis friction. In the matter of excise 1 don‘1 say that you get a great deal 
of help from the people, hut at any rate, there is not actually open hostility 
with regard to the control of liquor and drugs. The public have no objection 
to the control of liquor. They do not want free trade in liquor, hut they 
would b© very iiisisU'nt on free trade in tobacco. Moreover the public is not 
int€>restiHl at all in illicit liq nor -sed ling. But in the tase of Uibac<*o prac- 
tically every liody is inter©ste<l. I cannot conceive any scheme which would 
not give rise to difficulty and friction. 

/>r. Paranjpyr, Q , — Not in the beginning, but the control would be tighter 
as time goes on. 

A. — It may be so. 

The President. Q, — But certain Indian Stntes are already working the 
scheme and are getting a great deal of money. 

A . — That may be. These may be exceptional cases. 

Q . — Then you say you would tax aerated waters, and a levy of one anna per 
doaen bottles would yield probably lakhs of rupees pvr annum in Bengal. 

A. — That is so. 1 think we could get the money very easily. There are a 
lereat many people who drink aerated waters and there is no rea^n why you 
would not got at them. I don’t think there will be any objection to it by 
the |>eople. If they believe that the liquor trade is as bad as they say, 
then 1 think they ought to be willing to pay this tax. 
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Q . — Then you would tax matches P 
.4 . — Yes, 

V you hare already a heavy tax on importii? 

.4. — I do not know that. I would nimply make luotehes produce some 
revenue for the State. I would not ohje<*t to an increase of the duties, I 
W'as not really thinkin);: of all thoM* items betn^ a{)|>ro|»riated by any particular 
authority: T a-as merely .*<UK|jestinp alternative aouriw of revenue liy adtich 
money could he obtained; the distribution of revenue Ih'Iwihmi the Imperial 
and Provincial Governments is another matter altojgether. 

Q . — Is not the sinii^linii: ot matches one of tho difficulties of the Customs 
Department Y 

A , — i am not aaare of that. 

Q . — How would you impose tlutit's on Im'slly-niade matrliesp 

.4. — At the factories. 

Q , — On the boxes P 

.4. — I should impose a duty on the output, whatever the unit may be. 

Q . — Is it not a cottage imlustry a( 2 :AiiiP 

A , — There are a few plat i‘s where mate lies are now made by a small num- 
ber >f jH‘ople in the villaj^es hut there is a certain type of machinery required 
for it, and I do not see why every maehine shouhl not Ik* renislerefl and the 
output made the basis of excise duty. Most of them are#n the mofuwil and 
I l>elieve there are a few village |>e<iple who have Rot a mtMlc^rn machine to 
do the work. They could he taxtnl or they c^uild !>*» prohihiie<l fnmi doing 
it. 

You would not like to tax patent rntnlicines. I.s not the consumption 
very larged 

.4. — I do not know if thc^re is a very big ron.suinption of pnUmt medicines 
in Bengal as a whole. It may la* so only in (’aleutta. In the mofussil as 
for as I know* there is no eonsuinption of patent medirines worth taxing. 1 
have betui into many villages hut I have never si*<*n a bottle of patent medi- 
cine in any of tho houses in a village. 

Thf Uttu'hlr Siinhtr Jinimdrn Siiujh. C.- I>o you think these would fiinl 
favour with the people — the taxes whiih you are proposing, taxes on aerated 
waters, matches and other things*' 

.1. — I eannot answer this (piestion off-hand. In propoaing them* thingii 
for taxation, my objtK't was merely to suggest eertnin sources of irulirect taxa* 
tion which might U* utilis<*d il money i . rcHiuiretl ; and. ns money is in fact re- 
quired, it niUHt he got in soiiu* w'ay or other aiul these mHmied to be the* on!> 
possible .sonrce.s from which >ou can obtain it. Of <*ourHe there* are difficulties 
ill all of them, hut the difficulties miuit be o%^ercome if you want money. Th<* 
primary object is to get money. 

Q . — Is there any proiiounc«><l opinion on those things? 

.4. — I would not say tViat. 

//r. Paranipyf. (^. — Is there an opinion in the country that the oxciho 
revenue inu.st lie abolished and consequently money must be obtained to re- 
plat'O it.^ 

,4. — Certainly. Afuirt from the question of tmiiperance all the Oovom- 
ments want more money for necesniary dcrvelopinents, and the money must be 
obtained for them in some way or other. The articles I have suggested seem- 
ed to be the most suitable for indirect taxation. 

Q . — This would mean a good deal of money, about lakhs. 

— Possibly, but taking Bengal it would he much \em. 

The Premdent, Q . — Would you not retjuire a larger excise staff to put 
down the illicit diaiiilation ? 

— Only in certain areas. In a good many parts of Bengal, say Eastern 
Bengal where there is a very large Muhammadan population, the consump- 
tion of liquor i.s very small. In fact there is no demand for it. 



312 


Q . — I m>e in the Report about 61B cases of illicit distillation. 

A , — It may be mo. These cases are found in particular areas; but in tha 
Kreat^fr part of IIenjp;al, for instance, Eastern Bengal, where there is a large 
Muhammadan population, you will have verj* little trouble. Of course in 
places like the tea gardens where there are large gatherings of coolies it is 
exceedingly difficult to deal with them. That is why I say you could not 
put down, for instance^ the consumption of iHichwai. It could not be stamped 
out without practically a standing army. 

Q , — Ho long as you leave //uc/ttcot a« at present, you would not be achiev- 
ing anything in the way of Urmperance? 

.4. — I think «o; but fHteh\rai is regarded by some people as food; and it is 
HO to some ext<*nt. 

Q . — Is there any medical evidence for it? 

A . — 1 do not know. 

Q , — Is it a fact that in jHirhwni the alcoholic clement is fairly great? 

A. — Before it is diluted it may l>e so. It is strong and therefore it is 
diluUKl /> or 6 times. Then it goes down to a verv low strength, something 
like m or 100 U. P. 

Q. — Have you heard of any deaths from nur r'f>mira or from jmchtcai? 

4 — 1 have heard of some deaths from tiur romirn put into j}ftrhv*ai, 
Soinetitnea it is [osJ in as a thirst-provoking agent. Very often the origin of 
the case of poisoning is not known. Wc had some cases recently where we 
came to the conclusion that someone who wanted to harm the vesidor had 
put some deleterious drug in the liquor. 

Q . — Is there much tari drinking here? 

.4. — It is a flirt'd proflud from the palm tree, an<l the fact is that you 
cannot prevent the consumiition of fan unless you cut down all the trees. 

Q . — Is not the effi»ct of making spirit difficult to get to increase the 
consumption of fort? 

/t. — I supjiose so, 

— Is it not a fact that the f<in drunkard is much worse than the spirit 
drunkard P 

4 — So. I can't say that. 

i^). Are you tium going to achieve anything in the way of temperance? 

.4 — I do not say that. I am not arguing for stamping out the liquor 
trade', but 1 do say that there is a very strong feeling against it which we 
must rccogiii.se. And if we extend local option in any way we would probahljr 
find a very substantial decrentse in the number of spirit shops. I certainly 
think we have to face tliis in the iiiuuediate future. 

Q . — You s€H» n»» luerit in uniformity? 

4 ^ — What I meant was that when there is every reason for a departure 
from uni^rmity I tlo not see any flemerit in recognising this. It is perfectly 
rcHsoriiibie and proper, 

— You have a tree tax? 

A, — Xn certain areas where tari is consiimetl extensively we charge two 
rupees for date trees and three rupeess for palm tre<*». 

Q . — Did it increase your revenue? 

A.. -We auction the shops at the same time and the revenue did increase. 
For that reason we have now a scheme to extend the system to other areas. 

Q — xins this led to a decrease in the number of trees tapped? 

.4. — I would not say it has done that. 

— in the case of opium you would not have uniformity. Y^ou are satis- 
fied with concentrating on the question of retail price? 

.4. — 1 understood the question to mean as between the provincee. 

— Yes, but in every other country in the world there is uniformity in the 
duty charg^ P 
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A . — The total ini'idenco dei>end» upon the duty plus the licenne fee and we 
have all gyit different systems. There is a variety of syatem of licenaing and 
it would he very difficult to bring them into a uniform type. 

Q , — When you hare varying duties on articles that could be amugglefl, ia 
there nov a temptation to the shopkeeper in one province to buy up large 
quantities and pass it on to a shopkeeper in another i*t*ovim*e?* 

A 

Q , — Suppose a man has got two shops in two proviiu-<^s, he buys his stuff 
in his own province at a lower rate of duty and then sends it on to the other 
province I*' 

.4.— He has to pay license fiM«« ; but still there mnv l»e a difference. A tn#n 
with two shops in different provinces might be able to work them to his profit 
in the manner suggested. 

Q . — Is it not a fact that there has been lot of opium smuggling between 
the provinces in India and Hurnia'" Has the retail price in tins part of Intlia 
been the same as the retail price in Hurnia.^ 

4. — It all depends how much 3 ’ou get on j'oiir license .Hystein as well. Wa 
actually fix the pricx' and T suppose it is so in other provinces. The uric© 
fixed is sufficient to give the vendor hi.s profit after he pays his duty and th© 
license fee. 

Q , — The retail price depends up€iii the shopkinqierP You don't think it 
ia necessary* to have ain* inter^provinoial control over sTnugglingP 

4. — 1 will not advmate any special steps beyond what we are doing now. 
I do not quite understand the point of the question. 1 think we himi got 
sufficient control over Hinuggling. 

Q . — Do you take any interest in the matter of smuggling of opium from 
the Punjab to Burma? Ik there anybody charged specially to prevent tliiaf 

4. — Our staff is simply charged with the duty of seizing any illicit opium, 
it does not matter what the poHsessor is doing wdth it. or to whom it belongs. 

Q — is there specially any officer to prevent this inter-provinrdnl smug- 
gling? 

4. — You mean there should be some method of getting information from 
the other provinces? 

Q . — You know an officer was put on special duty to organise the excise 
bureaus in variou.s province.s and he orgainKe<l tlicse htireoTis with the idea 
that the provinces wotiltl uelcome some ct»-ordinati ng auihoriiy who would 
follow the smugglers from province to province*, iik the ordinary staff is not 
ver,v much intere.stcd if a vase crops up in the border so long as it dm^s not 
affect their revetiue? 

4. — T do not think that I could say that of our officers in Bengal. Our 
staff is ver\' particular in these rnatterh. If they get illicit opium on the 
border they would at once seixe it. 

Q . — The point is that if it did not. aff*ct their re\enM<'. tiny won t <Io that. 

4 — I cannot say that there are any rases> of that kind. 

^.- •Suppose your rate of duty on opium is much lower than in Burma 
and one of ,vour lieonset^^s pa.ssed some of his oi>iuin into Burma paying duty 
to you, you would scw'ure an increase of revenue, would you he particularly 
interested to save Burma ? 

-_.^\»rtainly if our staff susp<*eted that any one was attempting to get 
our excise opium from our shops into Burma, the man would h© run in at 
once. 

Q — ^jr point is that you would not Iw particularly interested in looking 
out for such cases — ca>v#*K whi -h do not affect vour revenue or adrniniKtration. 

— I clo not think our staff takes the slightest interest in the destination 
of the duty. Thev .simply go out for every case mdierever it is and whoever 
is interested. They only want the cai^. T won't say they are inffuenced 
by anv nwytive in the«e rases. That is not the attitude adopted in Bengal, 
at any rate. 
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Q , — Are your olficerf» acqoainU^d with the natne« of the persons who do 
this Mmuggtine? 

4 — That i» a very difficult question to onswer. As a matter of fact we 
have some experts in our department who do this detective work and who 
have acquired a ((ood deal of knowledge about the illicit opium trade and I 
can assert that they do deal with the cases whether the stuff is going to 
Burma or Assam, and they do dc^teci such cases without question. The^* are 
not influenced by any such motive. 


Profeetor ROHINI MOHON CHAUDHURY, Profeseor of Economics 
University of Calcutta, was next osamined. 

rnt moranduot 0/ < 'huudh uvi/. 

In this iiietrioraiirliJiii 1 desire to offer some crilieisins to the attempt of 
Mr. Shirra.H in c^stiniating the per rapifa National income of India. It is 
inchHMl true that the autlior of the ‘ Seience of Public Kinance ’ realiises the 
immense di#ricultie> that bt^net siirh an attempt but it is also true tliat he 
dof^s not throughly realise the consequences that might follow from his con- 
(dusions if tlu*y are erroneous and give an exaggerated itlea of income. There 
is u popular notion the country that there is ap{>a!ling poverty, that the 
national income is extremely inadcHjtiate even at the present low staiuiard ot 
living and there is c'ons€M|uently underffHvling whii h is devitalising the p€>o)de. 
In contrast to this notion there is the official notion that the country is 
economically progressing evt‘ry year and the income of the people is increasing 
and their Htandard of living rising. It is difficult to judge off-hand which of 
theai^ two views is correct lMH‘auHe the answer involves an uiihiaHsed examina- 
tion of facts relating to the economic condition of the peo|de. The question 
therefore arises — have we the ne<x^sary data upon aliich we can form an 
t^timaU* of the income ol the people of the country;" 

The national inc'ome of a f'ountry is tlu‘ sum total (d commodities and 
servi<?es wliiih its labour and capital acting on its natural resources produce 
annually. This is the gross nutiona! iiuome or ilividend. To get the idea 
of net national income, wo must dedm t Irom it a certain amount to keep the 
capital of the country in a state of progressiv<‘ efficiemy. The people of a 
country art? engagi»d in various industries, trade professions and other wcupa- 
tions. The value of the output of different industries, the profits of trade, 
the remunerations of professions and services constitute the money income ol 
ti nation. The detenniiiation of national iiUH>me would involve an elaborate 
cen»UH of production. Such an operation will be costly no doubt, but it 
would, if uctximplislied, give us an accurate index ot the economic {>osition 
of the country and wouM perhaps dispel many fallacies and errors which we 
find in pressi and platform. 

Attempts have Immui made with the available statist it's to estimate the 
national income of India and deduce from it the pt r mpita income. 1 will 
firat of nil take the value of per rapita income. The per rnpifu income cannot 
»erve as an index of the capacity of a country to bear the burden of taxation. 
Its utility in estimating the incidence of taxation is negligible. The idea 
that we derive by dividing the total revenue of a state by the total niiniher 
of t>^>ple is useletm in that it does not convey any inqiretssion of the intensity 
of tlte burden of taxation borne by different classes of t>eople. The distribu- 
tion of the biirtlen of taxation depends not on the per capita income but on 
the capiu'ity of those who are in a imsition to hear it. In other words, the 
question of taxation relates more to the distribution of wealth than to per 
capita income. Much misconception has in recent years centered round this 
ptr capita iinx^me. It is one thing to suggest that the income of a particular 
claaa is so low that it cannot pay any tax but it is quite another thing to 
auggeat on the plea of per rapita inccmie that the whole country is unable 
to pay any tax. 
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Apart from noting any change in the economic p^itioii of a country 
between two |>eriod8 and the facility it affords for instituting a compariimn 
between tii‘o <i»untrtes as to their relative e<:*onotnic strength, the |>cf faplltt 
income hius no other ii.se. What a|»|K*ars to me more important the deter^ 
uiination of the distribution of income and here ac have to calculate the 
iiieomes of the different classes ot |K*oplc according; to their principal iKxupa- 
Vions. Among the industries of Imlia agriculture h\ tar is the most important 
as no less than tliriH^-tourth^ t»f the people deiiM* their "uh^istiUKe from this 
industry alone and r-onstHpieniiy the determination o! agriculttiral 1111*01110 
uttnuds our attention first 

Mr. Shirras. lately Direrior of Statistics. ha> utilised alim»st all the statis* 
tical information tt» estiiiiaie tin* agricultural «»t liulm and his Uihoiirs 

and earnestness (crtainly command our respect and atiiiiirat ion . Hut the 
Taxation Kn«|uiry ( 'oiiiiuit ti‘«* will lertainly la* inisled it they jdace too much 
reliance upon it. Ai-cording to Mr. Shirras, the t>f 1 utinfn income o! Imlia 
is Hs. llti and the ft* 1 iiiccuue ol tin* agru ult iinsts is IN. . 'riiese 

figurejs whc*n placed hv the sitle of Niioraji's tigiire of Its. i>0, and Ia>rd CiirimirN 
figure* of Hs. a|>pear to he serious overestiination. 

It is. therefore, neccssarx that we should e\ainitie hi^ figures and also the 
iiif*tlnHl of his cah'iilat it>n. (ouieral critic isiiis on the aceuriu y ot agrieiiltura} 
statistfes of India have lK*eii noteil hv the <*otiitiiitt<s> inJhe <|Uestioitnaire and 
I will only adtl my e\|»ericn<e of H»‘iigai in the < onipiiiit ion of such figures. 
TIk'Tc is no reliable village stall in Heiigal as in other piox inees and ihi* intor- 
Illation about area and outturn i> supplied by illiterate village ehowkidars to 
kxal thana offuers. Thes** ihowkiilars liardiy take any trouble to ascertain 
ai curate figures of sou mg as there is hartUy any Jig<‘ncy to check these hgiir«*H, 
Tlu' district officins also without scrutinising tliese tigures in their placid 
indifferenct* forward them to jiroper authoniieH for compilation. The figiiies 
of Bengal are 1 onse<|Uently mort* or les.s eonjeetures. Apart from this general 
critici.sin 1 would attaek Mr. Shirras’ ealeiilation upon the following points. 
In the first place. Mr. Shirras takes two years and !h2l *A*. the former 

a bad year for agrit ulture and the latter a fairix gooil year ami estimateK 
the ineomes of thes** tw<» years uiih ih** object of .shouiug ifn* maMitium and 
the iiunimum ta.\ahle capacity ot the jM'oph*. In mx opinion this does not 
appear to he a g<xid imh'.x. tor prices of agricultural prodm*' are so xariahle 
year jift<*r year and the* out turn so iineertiiin that tfic* axc’inge <d a si»nes of 
years xxould have hcc u the best index ol average* Inromc. 

In the siH'ond t>hn‘e. there appears to be an eh*t|H*nt <»! doidde eounting in 
s^ome of the items. For instanc*e, straw, fcalder and milk have been eounted 
S€*paraiely. Straw and fodder are a part of the ccet of production ot milk and 
coii8ec|Uontly in< luded in its price*. Again a part ot straw and foddf*r is con- 
kuiiuhI by plough cattle and this part ought to he regardc‘d as a part of th#* 
cost of the maintenance of agricultural capital. Fathc*r they should not he 
included at all or if they he inciudtHl at all thex shouhl Im> included into item 
No. d. sei*d and manure 'p. 14'*. Seieiif*e of Public F'inanf*^*). The result of 
this wdll he that the siirplu.s will be rediiixHi by 11 J/.i lakhs in one caiw* and by 
144.27 lakhs in the otln*r. Tliere is also an ohjextion in the <*aM* of litdes. 
Hides and skins, so far as they are the outcome cH dead cattle, do not come 
within the purview of agricultural income, Intaiis** the owners of delici cutUe 
do not sell hides. 

I now* take the c|iH*slion of prices at which the valm^ of coinriirKiitif^ have 
been calculated. Mr. Shirras takes the average of provinc ial wholesale pricim. 
It i« doubt le<w trite that wholesxile pricc*« are more uniform, easily available 
and conKiHiuently have bc*e-n utilised in constructing index niirnberH to indicate 
variation.s in the piirchawing |>ow’€*r of money. But in romputing agric'ijltiiral 
income the harvest prices apear to be* the bent isstandard because in the fimt 
placx* the bulk of the .siirfdus profiuce u iwild at thia price and oecondly they 
will eliminate the profita of middlemeft and the roxta of tran«pori. To cotnpitU 
the agricultural income at the wholesale price and then enter H#*parate big item«» 
for trade atid transport cannot escape double counting. The difference in the 
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wrholetale and harFe«t prioes will be xnanifeii from the lollowing figures for 
Bengal : — 


— 

Average annual 
wholesale price. 

( Figures taken 
from *' Prices and 
VVagt^s in India/* 
1923.) 

Harvest price. 

( Prices taken from 
Agricultural Sta- 
tistics, 1921-22.) 

Rice 

1920 

Ks. 

7 581 

1920. 

Ks. A. r. 

0 8 0 

Wheat 

7 812 

5 12 0 

<Iram 

7 

5 3 0 

Linse<Mi ........ 

12 917 

8 0 0 

Mustard ........ 

9*887 

H 8 0 

Sugar {raw) ....... 

11*217 

9 7 0 

Jute ........ 

H 1 

ti 0 0 


I propose here to calculate the agricultural income of Bengal according to 
wholesale and harvest prices with a view to indicate the difference in results. 
In the absence of mc^e reliable figures, I have to rely on the figures collected 
by the Department of Statistics. 


dancultural incomt of Bengali 


liioc 
Wheat 
Beriey 
Jowsr , 

Bajra . 

Millet . 

Maize . 

Oram . 

Other food gtrains 

Litisoed 

Sesanuini 

and Mustard 
CondiTnents and Spicer 
^ugart^ane 


Cotton 


Jute 

Other Fibres 
indigo * 

T'oa * . . 

*Tohaco<i 

Fruits and Vegetables 
Milk . 


Total 


Area ( Acres. ) 

Outturn 

(in 

lon>*). 

Harvest 
pri( «* (in H)00 
Rs.) 

Wholesale 
price am 
Hh.) 

20,883,800 

8.210 

1,45.27,13 

1,67,43.8.3 

1 lO.lHMI 

31 

48.57 

e5,89 


29 

:i0di5 

30,41 

4.l<8> 

1 

1.26 

1,09 


1 

l.OS* 

1,09 

(>.(98) 

3r» 

3,96 

:\M 

83.VNH) 

28 

32,13 

34.02 


44 

62,19 

93.52 

(Mda.) 

l.OSAJOO 

(Mds.) 

1.085.7iH> 


5.50.00 

126.:K>0 

16 

34,88 

56.14 

199.2iK> 

34 

9ti.06 

1,15,81 

H81,7<M) 

153 

4,0.5.38 

4,87,37 

142,900 

. , 

28,58 

31.43 

218,800 

255 

6,35.78 

7,76,24 

523,000 

( Bales. ) 
21,000 

26.89 

2S,60 

2,169,200 

(Bales.) 

5,247.000 

15.:t5.70 

20.47,60 

78,700 

26 

43,09 

60.28 

9.700 

(Tons.) 

700 

0,50 

8.66 

172.500 

(lb«.) 

71.ewi.600 

4.03.29 

4,48,10 

258,100 

(Md».) 

3.871.S00 

4.83,93 

6.32,33 

660,200 

W . 

10.00,00 

10,00,00 

- 

•• 

I9,(¥),00 

19.00,00 

a 

•• 

2,18,26,42 

2,50,05,37 


"^For shortness of time I have not been able to take the average of a num- 
h^t of years but have confined myself to the figures for 192(V21. 
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Awordiiig to tW abtuve culculatioii, the a|*rii’uhurAl iin'4>me af Bengal 
18 21*^ crore8 if we take the hafveikt |iri«*e and 2.V) tTorcH it we take the whole* 
*ttle price. Now if 22 cTores be deciueteii for nchhI. nutnnie and rephimuent 
of live>it<K‘k we a net income of U>i> erores for the )»o}nilatioii deinnident on 
Agriculture. Acc'ordiiig to the census of li>21, the total potmlation of Bengal 
18 47 lattlions of which 77 |>er cx»iit nn^ depeiidcMit on agriculture, the not 
income cou8tM|uently works out at Its. 57^ per head of agricultural pot>ulation. 
This tigure is not far from what ^!r. Nelson has laUailated for the district of 
Ilajshahi in his settlement report of that district. The total agricultural 
prodmv of that district has Hchui t»siimated and valued as follows ; - * 



Vuld 

in 

Brin- p» r 
M.l. (ItH ) 

\ rthn* 
i’lHMi !<s.) 

Bi.c 

IT.Isti 



Wlkcat and Un;l« v . , . . 

07 



1*11 U**s ..... 

0.77 

’} 

Hi.ari 

. . .... 

2 ,* 0 

• s 

20. M) 

iSiu;*ir> aiii' ..... 



Ih.tHI 

(taiii.i 

s.is tc 

‘0 


* 

-t, *-s a iid MiS' cl'ant-'M!'. . 



IsOH) 

Fruit tv» * 4 .... 



l'n.(»o 

Barid,<'»'»atid ihatcliiiu,’ 




dut.' 

j.:j7o 

.H 

} .O‘».C0 

'['•'/ M. 



7.i».*.;*K 


The above hgun^s accortling to him give Bs. 5.'t per head on the total ]>Mptila 
tion oi <»ne and a liali inillion and Bs, 73 per head ot the rullivatiiig popula* 
tion exchtdii^g lahours. Now the income which Mr. Nelson has cah ulated is 
gr<'ss income and it In per rent of the gross imoiuc* Iw* set apart for 
manure and replacenuni of Hvestewk and agrimiltnral iiiipletnent s, llie net 
p 4 r nipif u income of the <listrj< t of Ba^shuhi works out at neaidt Bs, i»tt. Very 
nearly the sann^ idea of the econonite f oiidition of the peasantry oi Bengal ( an 
he got from the (‘erisus report of Bengal. According to the agrifuiliunit 
statistics pnhlishcd for 1919-20, there are 2,449,fyK) acres of land under cultiva- 
tion in British territory in B^mgal and the nu(<i)a«r of actual workers in 
cultivation, ordinary cultivators, farm servants, field labourers and growera 
of siH^'ial products in British Bengal is 11,0(30.629. This means only 2 215 
acr<*s i>er worker. It is in such figures as these that the explanation of the 
poverty of the cuhivator lies. The cultivation of less than 2\ aiTes of land 
cannot employ a man for more than a comparatively small number of daya in 
the year.” 

The condition of the agriculturists of Ihmgal can thus Ist* imagined from 
the fact that a family of five on an average has to be maintained with the 
produce of a lillle more than 6 bighas of hind. The prmluce of such a holding 

♦ride Settlement Beport of Baishabi, pp. 19*20. 
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lA va)ti€«il nt not more than lo(> in a jut« dtstrirt aiul not more than 
Jl?*, 120 111 a rice di«4tri<*t. It in out of this ificofiie that a lar(;e iiumher ot 
l>e<)|Wi? have to not inerelv their |>hysictil wants but »1 ho to pay nuit and 

other dirwt and indirert taxes. CoiiHiMiuently it is no surprise that the 
standard of lfvint< of the peasants should fn* low and a large majority ot them 
should U? under ehronie iiHlef)t4Hlness. There has not Ikmmi any dirt*<-t eiajuiry 
into the iamily biuigetn of the peasants of this jirovince exf'^^pt the one 
carried on by Mr. Jack in eonniH tioii with tfu* di.striet of Faridpur. Mr. Jack 
CHleulat(‘d tliat an expi^ndiliire of Hs. per bead is a tieeent .standuril lor 
the ligru'uliiirtil population of that district. If one were to judge inipartinlly 
one would certainly hold that the standard of living as laid down by Mr. Ja< k 
i.H the ininiinuni standard, for it included no item for loM essaries for effn icncy 
nor any for eilucaliotial e\j»e]is»‘s whic h are esM'ntial for efficiency, flowever, 
flccordttig to that standard the expeinlit ore fier head ought t<i he Hs, 77 if we 
make allowanc** for tin- rise in |iric4*s. 1 arn constrained, therefore, to draw 
the com iiision that so lar as the €*c«>ni>iiiic condition of the Bengal pexisantry 
IH concerned, their av«'rage income falls far sh*»rt of tlieir expenditure and 
eonse<|iu*ntly then* is hardly any s<oj»e for imposing any tax »m them. This 
*4tate of things is <lue tf» the fact that far too many imm are engaged in this 
industry and it is no exaggeration to say tViat -fn per cent of the agricultural 
populittion ran Ih‘ absorbed in iiidustrieK without iniparing the productivity of 
the industry, should the p<'op}e gi\e up their preM-nt lonservative hahits and 
prejudit'es and take*do mills and fm torii'.s. 

The fact that the agriculturists ('aiinot he taxed ihw's not mean that no 
agricultural income can l»e taxed. In this province owing to the pennanenl 
4iettU»im*nt the Slate deinaml for revenue has heen fixed in perpetuity. This 
has enahleci the landlords t<> appropriate the unearned imTement in rentals 
without making a corresponding (amt rihution to the State. Hesides that, the 
mindier ot iniminediaries and middleiium are coniinnally on tin* increase and 
this increase's tin* opportunity for rin k^rc'iit ing. There seems to he no ju*.tifi< a- 
tion f(>r tht* exemption ot land r<‘nt from the imonie-tax. The fact that the 
incoim’ from himl is not .suhjeet to incoiiu'-tax may fa* regarded as om* ot the 
reasons which iiuliicc* the middh* class to invest th<*ir savings in land. It is 
nmlly a positive hardship to find that when a man converts his .savings into 
inten*st b(*aring honds he is siifijected to income- lax hut when tin- -aim* 

, savings ar»' invt'sted in landed (^states no tax is to he }>aid. There are no 
definite stati.sfies as to the total rent realisetl hy landlords and rent-reet iv (*rs as 
the settlement reports are not yet eoniplete. The census report of Ucngal 
rcM-ords that the ravinindars of fhuigal eolliHU a rental of Hs. l.‘i^ erores and pay 
a land rovemie of Its. (rores. If it is po.ssih]e to tax tbre4*-fourths of this 
rental at a graduated scale with an exemption limit of Hs. !,(HH.h the Ciovern- 
ment of Bengal may get a revenue of 7o lakhs without any detrimeni to the 
interests of tenants. Tliis inereaMnl revenue may be utilised in gradually 
abolishing the exidsc^ revenue wbieh from the |>oint of vit*vv of an Indian is 
more or l(‘ss tainted money. 

1 now profwd to offer some eonstructivt? suggestions for the compilution of 
agrieulturni statistic's in this |»rc>vinee. Every district in Bengal is divided 
into a miinber of circles for the purpose of village w’ateh and local Kanitation. 
TIu^m* circles art' divided into a miiiiber of paiicbavats. The collcH'ting and 
the President pancdniyat who are in touch w itb loc'al (conditions can be* usefully 
employed in (*olIcH*ting stati.stics. But some safeguards must Ih* instituted to 
chepk the figures supplicnl hy the paiichayat. The circle officers may be en- 
trusted with the task of checking these figures during their round in villagi's. 
In supplying the figures of .sowing the paiuhayats may be ret|uiriHl to fill up 
forms with the names of individual fiensnnhs and the amount of their sowings 
so ns to enable the circle oIReers to check some of the figures locally. This will, 
in niy opinion, ensure accuracy provided the offic'ers do their duties pro|>erIy. 

In evstimating the yield, the district average i.s a better index than the pro- 
vincial average for in this province the conditions of different districts may 
be found to lie widely different. The ax*erage of five years may be regarded 
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AS tht.* normal yu»kl and iho dispart im* from tin? normal yield may be aMX'r- 
tuiued by tbe *' anna e^»iunatc * a^ at present and here ol ixmrao observation 
will bo iho chief ^iiide. Tlu- Niainlard yield tlonved from cro|>*i‘Uttiiig ex« 
|»ennjenti» by the Dcpartinoni o! Agruulturo ih the rcsnlt oi thorough cultiva- 
tion and cannot be applici! to the method ol cultivation in vogue at present, 
li cun at bt>»t Ih» regarded as the ideal rather than the uctuuL 


Professor Chaudhury gave orO evidence as follows : 

Thv Frcfidi nt, (,>, — You have sent us two ineiuorauda, the latter of which. 

1 am horry to say, was not received in time to be circulated among the 
luember.s of the I'otniiut tee. The first ituoiioranduiu mostly deals with 
matter^ to l-e dealt with by the K<H)in»mi<* Kiujiiiry I'ommiltee ami hun 
accordingly Imhoi i ransf^ i rctl to them. 

Towarvls t!»e e»i«l *>1 \our tir>t note you ad\cw'ate tavation ot rsoit ; in 
your Hecitnd note yon vmu would imt tax the atlual farmer. 

A. Ye'*, i would not. 

Sr- i^rrry '/ / >* /♦ . Q, Would you diilcrcnUate rerit« from other 
forms of agrundturaj imsmier 

.1. IVrtainly. 

— K not part of t hv < nliivai..! ‘s proiil reaHv rent *' 

1 

Would \ou 10*1 tax iti* 

.1 , So fiti* as the fanners in other provito'es are eoneeriied, (iovt rniVHUit 
takes away Ireon them Hlnio*.i hall <»f the eeonomn’ rent ; about ibe otlier 
iiall my idea is that tanning is earried on sin 1» sinal! scale ibat it yifddH 
no a|»[»reMalile taxabh* imoine, 

V* Hut you jmtjiose to tax rents. Are there not a large iiundier of 
persons in this eounti y who are in rec eipt of quite hiiuiII rents 

>1. ' Very big enltivaiors *ire rare in tfiis country. 

~"\ am not sfieaking of cultivators at all. Are llooe not a tiUiiibcr 
of jHTsons 1 not « lilt ivators I who are in receipt of .small refits, inteririediai ien * 
or small holders *’ 

.1 . — Their inci»ine might to be taxed. 

— Is it wortli wiiile to d<» mj if there are a very large number of theni and 
the actual incomes are small’' 

,1."- There must be an exenifiiion limit. 

(ff . — My point is ibat you would have* to review the income-tax pimitioii 
o; a very large number of }>ersoits in oisbo- to ccdlec t the taix from a very 
few of tbem. The ipKsstion is wVjetber it is worth while to do so. 

A . — So far as the rent-receiver’s irif-fmie in eofic«*riie<K it can he taxed, 
but the farmer’H iricoine cannot Ik? taxed, 

Q , — It is perfectlv true tliat it can be taxed, but would the yield bu 
isufficient to justify all the trouble* and expeiine* that would be involved? 

.1. — So far as Herigal is concerned, f think the yield would he eonHiiderabltt. 

Q — You cannot charge imome-tax in Ilengul only and exclude the other 
provinces. 

A , — In other provinces the demaml of land revenue i% adjuaUiid aft<*r a 
period of yeara. but iso fur a« Bengal i« eoncern«sl. it i*» fixed in perpetuity 
and f*onM»<juently f am inclinefl to think that the nnearnef! increment in 
Bengal should He taxe^l. 

Q , — I think it is very diffietilt to differentiate the rent which ta paid 
in Bengal from the rent which is paid in any other prurinct*; the mere 
fact that in the one ca«e land revenue is fixerj and in the other it i« not, 
•does not «eem to He relevant. 

h 2 
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4,— (n Bengal it ih fij»|»ro|>i'iated by laiullordn anti rent-nx-eiverh, ahile 
in other |>rovinee«^ u portion of it goes to Government. 

Q , — Hut u |Kirtiou ut it g*H*s to the Goveriinieni in Bengal also. 

d. Only a very #*mnll portion. The ziiminciar?? m^ecl to pa.> 90 ^kt cent, 
or the rental to Government at the time ot il»e permanent M'tllement. hut 
now only 20 per rent, of the rental got'S to the Government and the remaiii- 
ing Hr» per rent, to the xamindar.s’ porkets. 

Q. On the other luind, it hs eciually true that in other provincei* the 
pitch of the land revenue is falling and has lalleii. 

d, — In other provinres it is ;idiusted aer.>rding to the variation in the 
level of prirt*s. 

(j , — I njt'an the aetual pitdi <»f land revenue. In most eases I believe 
they take ii|>proxiniateiv r»<» per et*nt. of tlie net assets: they visihI to take 
raurh more than iliat. 

d." ♦V* jur erhi. a ImhIv higli pereeiitage. 

7'Ae l/oti'hlf SfUifttr Jtnjnuhtt Snifjh . — Before the S;diarMni>Mr Hules raine 
into being, they used to take n higher percentage, 00 or 70. 

Str l*trv)f 77ooe/'«'>a. (,h You say you ivonld charg** incomt^-tnx. tvhieh 

is a genera! tax and *»rdiiiarilv would he of general aj>P^*^***ti'»n ; and would 
apply that in Beikgal tr» rents on the ground that the amotint of land revenue 
paid umler the perrrianent settUrnent very small. 

.1. ft is fxtrefiudy atmmaious t<i find that the Inmilord’s income escapes 
taxation. As I Inive pointisl out in inv inemorandnm. it is very hard to 
find that ulien a man eonverts his savings into interest-hearing honds he 
has to pay itieome-tax, Imt when the same savings ari‘ inveslM in landed 
estates he escapes taxati<m altogether. • 

Q, It does not matl4*r, his aijs«> the laml would he free from im onio-tax 
when it is sold out. 

d. — You refer to ea|)itali/.atiun of exemption. 'I'hat argument may he 
put forward hy an tudinarv sharelmlder of a railway eomi>itiy. Ftir txainple, 
when a railway share is s<d<l, it is sold on the Imsis f.f a eerlain iiuorne- 
tax rate, hut a.' soon as there is a change in the rate, tlie holder (jf tlie 
share might put forwanl a similar arguinent. 

(>. — T do not think so, hwause the fart that income-tax goes up will not 
affect the value of a railway share for the reason that whatever the man 
inveata in, he will he subjwt to income-t*x. 

A. — A portion will he de<hiel<Ml from that im^ome a.s income-tax and thi?t 
null reduce the net yield. If it is a railway company .snfij^M-t to income- 
tax, its income would lie taxable at the rate of pies in the rupee and 
8uppa*ie the rate of tax he increasts.1 to 2 annas, would it not lower the 
TAlue of the share? 

Q . — But supposing the rule of income-tax gtws up, surely the value of 
a railway share will not Ih» affeidiHi. 

A , — I am inclituHl to think that the rate will have some influence on the 
value of the shares. 

Q , — WliyP Vour proponition that the increase in the rate of income-tax 
generally depiwiates setuirities cannot be said to l>e true in England w’here 
the ritte w^ent up from one to six shillings. 

A . — ^The price of commodities also went up and profits increased. That 
counterbalanced any depreciation which might have resulted from the higher 
income-tax rate. 

— That w'ould not affect fixed interest-bearing securitit*s; did they 
depreciate? 

A.— -They did. 

Q . — ^Take the present price of 5 per cent War Loan ; it stands above par. 



,4. — Th€‘ rate of interest hus now wme down. 

V " It has come down tt» what it was in But we are getting nwa^- 

from the subject. 

Tht Prestilrnf, (J. 1 have hiH>n ghiiiciing througli your sectunl inenioran- 

dnin. J tiiat you bold the view that no (*iiverninent shouM taint it-* 
hands with the muncy leteivtHl fr«>m the sate of intoxicating drugn and 
liquors. Would you led u^ whal you wieald prohibit - 

A , — 1 \vou1d lO'obiVut unnja. opiuni and liquors and eviui biri, 

^ ‘/‘(O'/nnif / 

.1 --1 «lo not lv? 0 )W if it IS largely consuuusl ; in luv part of Bengal neitluu’ 
ftiri nor tHu ftwni is ei>nsuiuod. 

(J. "W e have just been examining the Kx<*ise C omuusvioiier on the Mime 
snlqtw't ; while be was juepared to put uj» ii selouvie for dealing W’llb liquor 
and be said that publi<' opinion wouKl not bo in lavonr oi prohibiting 

opittKi^ And that as regards iari and intchuiti it wonh! be sitntdy impossible, Ir 
would require an army. 

.4, - -So fur as udiuinistrat ive difbculties are t'oiuenied. ( uni not tire- 
pared to express an opinion, but so far as the ideal is eoiieerinsl . f ma 
constraintsi to j*ui forward before the ('i>nimitt%‘e m> bumble opinion that 
no (#«»vcrnim<ni sb<mid taint its liamU with the mon*\v iceoiveil Iroin the 
sale of iiiU>\ioants, 

. You are not pr» part'd to say wbetlier it is pr.u in able to slop it r 

.1. Ptuhap'^ there wdl lie “mu. inereHse in expenditure on the preventive 

statf. but I iun not iireparel to oxt>resH nii opinion. 

y. — You are not j»!i'|».;red to say wbelher any mi revise iliat can lie tmide 

would be adequaii* to -lop the total loiismnption o! atiy inioxieunl 

.1. I ibsnU that it. iingbl be tuwsible gradually to abolish this revenue 
by total probibitmn. 

y.— In order to rej>iate tlie two erores of rcvetine now obtained from 
excuse, yon propose to raise ?.*> lakhs ot rupees by taxing the landbo'ds and 
I’Jo lakhs trom the export duty on iiile. Wdml are the present receipts 
from jutei' 

.1. A little over Iwn eron»s *if rnjiees. 

y, 1 he tmesent receipts from jute hh., *2 ciores) go to the fiovcriiiuent 
of Itniiu. Von are going to get uiiolber 1? eroies (T-o laklin from laiidlordH 
and 12.1 lakhs trotii jute). Is this l2o lakhs to be in addition to the 2 erores 
which you say is ulnnidy rcodizcsl from the export duty on jnteJ' 

,1." 'riie prc'sefit realjzatum on aec’ount of the export duty on jute 
should bc' banded over to the (ioveriimeiit of llengub 

y. — In other vvord.s, you say that the Governiiicnt of Infiia are to pay 
for the l>ulk of the cost of prohi hitjoii. 

,1. — Probihiiion will t»e an a!l India measure as a mattem of |ioli/y but. 
different provin<x*» will have to deviM» the wayg and means to cornpeiiHute for 
the buss of revenue. 

y. - Y’on say yon are going Pi lake it from the Government of fndia. 

A. On principle I say lliat the export duty on jute legitimiitely Wlongx 
to the province of Bengal. 

Q . — But when yon propoM’^ to dispense with 2 erores of revenue^ is it 
not fair lo suggest that a new’ revenue of 2 crortfw Hhould W raised tiisiead 
of shifting the existing reviuiue from one to the other?' 

A , — ff Ttengal can tnanage. what is the harm P 

JM 2*nrf$nfpye, y. — Von are only looking to Bengal as if it were the 
whole of India. 

A. — Every province will have its discretion. 

The Preeiflerif. Q . — The Government of India null give you yotir 125 
lakKs, what are they to impose to replace that? 
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A . — I have HUggeatiMl that the duties on iinporieci articles should be 
increawKl. In future, the Central Government will have to rely more on 
custoniH arul income-tax and they should be made elastic. 

"On whom will those duties fall in the main? 

A, — On the people of this country. 

<1^. — On wdiat classes? Who w'ould pay the hulk of the import duties? 

A , — Mainly agriculturists, becaune they consume largely cotton piece- 
goods, which yield about n quarter of the customs receipts. 

Q . — Does not the Kuropean, for instance, pay a gcKxl deal of the customs 
duties? 

A , — They arc small in number. 

Q , — But they do pay a good deal of the customs duties. 

A . — They do pay. 

Q , — Would you levy taxes on them to pay for prohiliition 

,1. — 1 would, hw‘aiis<> I propone a higher <liity on motor cars. If they 
live in the c'ouiitry and are ahle to pay. why should 1 not tax them? 

Q . — You propose ti> get 75 lakhs from the income of the landlords. What 
is the new tax going t<j he? 

.1. — A lax on the rtuii-reeeivers' income. 

Q — You pro(>(>s«> to ^mise the duly on ne»for cars to 5o per rt'Ot? 

A. Yes, hecau.sf* th<‘ pric<*s 4>f tnoUir cars have fallen a good deal. 

(,>. Ifotrt you think that so large an iiuTease might result in your 
getting less revenue rather than more? 

,1. I do not think an incri'ase will interfere with consumption as the 
prices have falletc 

y,— You {iiatpose an ♦'\|»ort duty on oil-seeds. Wa> not that proposal 
Cf»nMdered l\v the Kiscnl (’oiumi'ision ? 

.1 ~ Yes. 

— I’luMr opinion was adverse li» the duty. 

.1. J do not agrer» aith tin* lindings i>f the Fiscal (\unmis.sion in this 
n'Npect. The Fiscal Commission discussed thc» question of a protective 
cxpt»rt duty luit mine is a purely revenue duty. 

— You deal at some length with the division of the proceeils of taxation 
between the Central and ProvinctHl (b)veriiments ; .so far, the main change 
you would make is to ilistrihute income-tax partly. On what hosis would 
yon make the distrihution ? 

.1.-1 think some parti<’ular year should he made tlie stiimhkrd and the 
excess i»ver that shouhl he dislrihute<l het^\een the (loverninent of India 
nnd some of the Provincial (Jovernnieuts. say, industrial and commercial 
provinces like llomhuy ami Bengal, hecaii.se their rtMjniremenis are greater, 

-Wui say that the needs of an iiidu.strial province in respect of €M;luca- 
tion and sanitation are much greater than in purely rural areas. MTiyP 

.1. - Because the concentration of population in industrial provinces re- 
quires heavier expenditure on police or admin isiration of justice. 

Q . — I am speaking of education. What is your justification for saying 
that the agriciiltiirists should pay for the education of the townsmen? 

A , — I do not mean to say that. 

<?, — You say the man in the town must have a higher standard of education, 

.1. — CSenerally he has, and so the demand for education in towns and 
eiiies is greater than in the rural areas. 

Q. — I«et us put it this way : vrould you agree that the rates of taxation 
for Imperial purposes should be the same in all provinces, or would you 
propose that one should pay a higher rate than another? 
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*4. — The rate should bo the same. 

Q — Would your distribution ot income-tax Ih^ in the same way basea 
on the amount eariie<l in the different provinces?' 

4— Yes, 

Q , — Would yini in that case adopt c<nitral adiniiUNtration of the tax, 
but a division of the yield instead of separation of the sourivs? 

A. — Yes. 

Sir Perry Th^tmpson, Q . — On what Vutsis are you ^oing to divide the 
yield ? 

4. — After you have fixinl a particular siainlard. the excxrss sUoitld !»e 
dividinl. For example, in comparison with other pri)\ iiiis's. Honihay imikes 
the largest txuitrihution to the Central Governtuent*s rovetuio ; so it should 
get a larger share. 

Up to a •‘i*rtuin p<»int. say. 4 or 5 years, tin* Central (loverninent 
will get tlie yiel«l, and after that if the yield is in excess of that suiu. the 
excess should he divided. 

4. — Yi*s, he^au-se the CV'iitral Ctotx^rnment must have a sure source of 
income. 

/>r. Parntiipy^ <,i. It is practically the same as in the Melton Settle* 
ment. Iristetol of a iliree pies’ rate, you Would liave a six pies* rate. 

4. — No. You must first of all gel an idea of th* total yiehl from each 
of the provinces and then you must fix a certain siatulard whieh iiiu»*t he 
agr*M'd to hv the tlitfereiit provinces. Anything over and alnivc that should 
be flivided between the (Vmtral and Provincial (hivernmeiits. 

— That is exactly tlie way in which income-tax is divided. 

A . — But the standard which was fixfsl in or was a Terr high 

Btandard. 

Q , — .\t any rate the method is the same. 

.1. ‘That is s<j. 


20th March 1925. 

CALCUTTA. 

PhKSKXT : 

Sir C«Aiti.r« ToriHt NTKK. K.C.S.I., T.C.S., Prr*ifhnf. 

Sir IliJAV (-HANo Maiitvii, O.C.I.K.. K.C'.H.I., I.O.M. , Maharaja- 
dhiraj.a Bahadur of Bunlw'an. 

Sir Pfrcv Thompson, K.B.K., C.B. 

The ffoidhle Sardar Jocenihia Sinch, 

Dr. R. P. pAKANiPTE. 


Mr. A. K. JAMESON, LC.S., Director of Lani Records atuf 
Surveys* Bengal* eras examined. 

TFrit/fn mrmoranfhtm of Mr, Jamru/m, 

Q. 97. — In only a very ffmall prop<irtion of the total area of Bengal docw 
the cultivator pay land tax. t."8wally he pay?! rent to a private individual. 
In the perraanently-settlerl eataiea« which eoriKtitiite the hulk of Bengal, the 
land revenue payable by the proprietor ia ho amall a proportion of hi» aaaeda 
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that it run Iianlly l>t- «aid to affect the amoimt of rent which he aaaeaaen oo 
hU tcriarjfM. Thc«e rent# are in oripn ciiftU>mar> rcnt^ which have eoiiie 
down froiu before the time of the permanent aettlenieut, and although they 
have be#*i» gnulunlly increased hinr-e then, they are «^tin far from being eco- 
jiojiiie rent#, and on the whole they form a small item in the cultivator's ex- 
pefiHC^H. As stated by Jack on page 59 of bis book, rent amounts to 10 per cent 
of the total expenditure of a family in comfort. The illegal exactions made by 
the /ainindar hinij«clf and his niiderli)i;.»« are in sum at least as important 
an item ns the rent. 

Tlie firosperitv of the cultivahir must depend mainly on natural causes 
over which he has no control, such as the character of the monsoon rains^ 
but there is no doubt that with iH'tter education hc^ could take more advantage 
of improvements in HtrriiMiitnral meth<Hl** siidj as iliose advocated in the 
imriiphlets of the Agricultural Department, to which at |)re»c»nt he pays no 
ntientirm. Tartly owin^ to lack of edtuation atul partly to inborn charac- 
teristics, he* is wanting in energy and dcH\s not fully employ Cfven the means 
of imt»rovement of which he is aware, such as irrigation. The dispropor- 
tionately heavy expenditure rt'/piired by sf^ial cu>tonis is also a serious iin- 
pediment, driving him, as it often does, into debt from which he is unable 
t<» himself. Another is the systeiu of hunl tenure with its minute 

l!< 'Miners scattered in small plots over larj/e areas; nothin^ in the w*ay of really 
fccientific farming will be possible until holdings become coinjiact and of a 
refisonahle si/e. , 

fKS. — {if 'Fhc permanent settlement prohaV)ly did so when it was intro- 
duced, hut owing to the rise in the value of land and extension of cultiva- 
tion the ussesHinent is now so iiuxleratc a firoportion of th«;‘ usmUs that it can 
he pai<l witlmut ditbt ulty. 

iif) Tlnue i-. certninty for the period of the settlement whle]> varies from 
15 to years and ihc ns>,urHnec tliat the next tl)t*n»ciit will propf>se a 
I'cAi'uuc in exc»^«s of the |>r«*vious one by a ,str*<*t]\ limited amount. Tli© 
revenue is fixed iis tv percenta;.'e f>f the Total aL'rieidtnra) rent <d the proprietor 
and that jicnentage d<a\s not vary ; so if the proprietor knows what his rents 
amount to, he can e^a^ily calculate the revenue he will he called on to pay. 

(/h) dliis apt»eaf'.s ti) me to Ixi absolute icuisiuise as far as }ienca| is ef»n- 
cernecl. The rules enjoin that in fixing the time of payment in temporarily- 
set tletl estates the cultivator should be consultefl, and as far as 1 am aware 
he sutfeis no iiieon \ euieiue (tti this cround. 

d’la* ptU i*enta;.:e «‘f c<»llection cliarces is very much lnMt»r in P-engal, 
certaitdy* lot more that) 10 per t ent. 

(,>. 99. — I do not think that iiHK|uaUtv is altogether unavoidable, but this 
wtudd be the ease in any system of taxation whielt cnnld p>i<silil\ he devised. 
Tht* inef|nality due to basing revtune on prices for different pcri^slK is pro- 
bably not great, be<'aiiso the difference in revenue is never exactly propor- 
tionate to the difference in prices, hut is always much smaller. It is difficult 
to dt*\ ise any alternative metluHl for gauging the inereased value which accrues 
to tlu' proprietors of (^states in which it is only fair that the State should 
share. 

V . Its. *2,0(K^ a year is alisnrdlv hi;irh. As Jack slows in his b<K>k the 

avetH),;e income h r the liiiihe-^t class i.f the four into whiidi he divides the 
Faridpur agriculturist is only lls. *f(>5 n year. Hut as stated in the answer 
to c|ue#tion No. 8, I d> not think it possible to express an agriculturist’s real 
incvane in terms of mnnev nt all. 

Q, 101 , — \ tax on mutations is alreadv levied by Govemment in those 
of which it is the proprietor, and which it manages direct and in 
private estates the pnvprietors make a similar Itwv. It dm*s not seem to have 
had the slightest effect in checking fractionisation. In the former clans of 
estates, Government refuses to recognise any transfers which hare the result 
of reducing either the transferor’s or the transferee’s holding below a certain 
limit of si*i> or rent, but this refusal d»>es not appear to prevent such tranalers 
taking place. I am not aware of any means by which fractionisation can be 
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atofkped except n recognitioii on the part of the agriculturiaU that it is ewntv 
fiiii*alU unHoivnd. Tlu* hulift!i wiiJ rt^psiie to he nuich more highly 

educftted, and his soc'iol customs will have to lose a great deal of thoir binding 
force before this ri*s\iit is likely to tiecuie. 

Q. 101 , — iD and (2> These inethtxts are applicable only if the laud revenue 
is paid dirtMl to (ioverntnetu by the actual cultivator, and ovou so in (1) 
the division kIuvuM by the Agricultural population ami luit the total populw* 
tiou, much of which pays no land revenue at all. If the revenue is pa d 
through holders of iiiternuxliate riy^lit^s inul they assess the rent ym the culli> 
vators, the incideiue tails on those interuuHliarios in the titat instance, and 
although it IS pjissfd on by tbcin in the shape of rent, the iin idenco on the 
cultivate)?* will vurv unli's*; tht* rent hears the saino proportion revenue ill 
all the provinctw To divide land revenm? by total iKTUpied area ignores tha 
fact that the yield from similar areas varies in difTortMii proviinvN, and tiierir 
fore the nietho<l takes no ai'count of the rtdation of rev«'nne to inci>me by 
which alone the iic iflcij* c i-, to be gnng^sl. The same ol»jection applies nlso 
b> (If. 

{'1) It is irnp-jssih‘»‘ frt »c<Mne uniforriiity of srh] miils t>vcr so lai>re an area 
ns Iialia and wuIi mit (he methml is useless. 

(4) This is possible only in a province where there are rents as diNtrict 
from revenue. \Vhcrt‘, ns m some provinces, the cultivutorH pay dir<H*t to 
Ci^'vernment thfM»* arc no rents. • 

(o^ 'rhis would fu‘ an e\< ollent metho<l if a n> thing like an ac<*nriite estimate 
of grow prwlucv for a wliole province could b<‘ ohlaiiuHl or an accurate calenla- 
tiofi of tlie dedn. fions uliii h have t-o he loiulc to arrive at the net loodum*- 
The tu'cnracN .t tin* h^^’nics availalfle f'*r lUoMud, whab'ver may be tbe case 
in other provings*'*, is open to consiilerahle donht, hut even so this appears to 
be tile only iiir‘tli<Hl avaibddc by wbicb land ri*venue i« brou;,d»i into relation 
with iuforne. As hi^nircs for net unnluce arc even more nncertaiii than those 
for grow firiKlnre. the h i ter shouhl Ik? adopted for purposes of compariMin, 

Q. lJu. — m 'rherc i.s doubt (bat tl»er>rot ically this is an i pm feci 

f<*rin of tax, hut I foar it vMiuld l>e ijiteriHfdy uiip»»j»Miar iis is the cMsting 
chowkidari tax. Jack has also. 1 think, underestimated flo' cost of assehs- 
iiicnt , 'fhe cii <*dnrr hich arc soTurnurised in his hook wen* c(»ndurteri in n 
single district hy over 2t»d otliccr.s over n perio<l of four years. It is tria* that 
the\ Win not cx<d»isn* !\ cnL^-aiM'd »»ii that work \vlu<di was snl»sifjiar% l*i their 
main hiisiness of |»rcpariMg a r#s ord-of-rights. Hut fhe esseidial ( rmdifioii of 
his s' leuno is that tie* ic^scHsrnent shotd<l be made Ij\ iiipldv cducuftd olbcers 
in ff'ccipt of Hurh pas as would put thcin als ve tin* temptation r>f tu'erptirig 
bribes to lower a>i.s4*ssments, ami that they should make thernsedveH thoroughly 
ai^jUaiiit^Hl with the economi<- condition of everv lamily within their circlo. 
To secure the bTinv-r « ct!idition tiu* uu'eie y would l ave to be pfirrnanent and !r» 
iecei|.»t of pay td not lews than Hs. bVf rising to ]{«. with a pemion at 

the end. To MH-ure th«f latter, it woiih^ be ntHamswry to allot to oar h officer 
a comparatively tmall area, say, JHO fujuare miles per year; if the a.^HesMiietit 
is to be for five years and the average area of a dis(ri<‘t is fi.fKK) s»fuare miles, 
that would rcHjuirc* six officers per dLstrici or 15(1 for Bertgii} alone. 

(ii) I agree that inr‘»rfe**tax r*n agricultural incotnes and suefeSKi»*n uuii*** 
ar<^ reasonable sources of taxation, though I fancy the latter would 
extremely difficuit to collect. The experience of tobacco tiionopi»li<^ in 
continental c<*nntries is not. I think, altogetlier in favour of them, and in 
India it would In? extremely difficult to prevent infringement. The registrA-^ 
lion of iniirriages would probably be regarded us an iiiU-rference with religion 
and would be diffienh lo enfone. A hnuw* tax in aildition to an income* tax 
would probably he unfair. The import <l*ity on motor curs is niread.v so high 
that a tax on their use in addition would In* most unfair. The fitindK*r of 
liorftr*s and servants used pnrtdy for dis|ilay is probably small. It would W 
iinf>of)tsible f<# prevent evasion of tax on such easily grfiwn commiKlities as bcUd 
leaf and areca nut. 

(ill) How U the aniount of dowry to be aacertained? 
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(ivt A tax on advertiMMii^iiU would bo very uiMKjual in ita incidence, ae 
the A'ftine of the arlvertisement depeudu on so many different fa<’tors which 
nre difficult to estimate. A tax on patent medicines is certaiuly and 

UTMild yield a g^K>d deal in IWftgal. 

(c) I am rK)t in a position to criticist? these except the proposal for a 
marriage tax which I have dealt with atKive, 

(cf) t'fUisiderin^? that an enormous proportion of the transport in Bengal 
is done by boat, this profii>sal would not yield jiivich revenue and would also 
tend to diminish railway rev^eipts. as people would take still more to w'ator 
transjiorl. 


Mr. Jameson gave oral evidence as follows: 

Thr Mahaiaiinfh iraiti fiohmUn of Jiuoftnin . 1ti answer to queNlion 

\o. 1*7 you say * In only a va ry ^mall prt*j»orfion of tie* total area of Bengal 
does the cult i\'at<»r pay land lax \ I suj»pose you mean Ijy * cultivator ' one 
who fo'ns tlu' tax direc t to the Ciowrinneitt 

d. — Ves. The hulk of the people pay rent to the landlord and not tax 
i^j the G(»vernineiit. 

Q — What do you ly^uiri hv ‘ land tax ’ herey 
I Soiiiethiug paid direct to the (iovernment. 

Thf y. — You have not got the t>r>silion here that they have 

in Bihar, where in some districts the estates have lK*<*n liroken up so much 
that you have got a large nuinhcr of small hohlers each paying land revenue 
direct to the (fovernmentp 
A.— No. 

fjh-- Is Bengal mainly in the hands i)f large landlonlsp 
A . — Not very large lamllonls; hut certainly logger than raiyats. 
fj>. 1 gather that in Bihar they hav«* s<»ine cases where a large portion 
of the dtslricl is divided niKi quite small lots each hehl hv a sinn|| proprietor 
and elsewhere a few lug landholders Indd a very large portion of the district. 
The medium size esttile is in a minority. 

.1. 'rius is not the case in Bengal. ()f course, the cum^ of Chittagong 

may U' sonunvhat similar to that of Bihar; there the average area of the 
permanently-settled estate is 5 acres. That is the only rlistri<-t wheiv this 
oei’Uis. There. 1 suppose, the cultivator pays his land revenue direct. 
calls iiimscdf a zumindar and tliere is no intermediary. 

f>r. Biirnn/pyr. Q , — Can >a»u tell u.s generally your impression about 
the comparative prosperity of these small xamiiular cultivators and of the 
small tenant cultivating a similar piece of land? 

A." My imi»ression is that they arc quite fairly <H)mfortal»ly off. hoth the 

xumi Ildar cultivator and the tenant cultivator. I do in»l think there is verj* 
much to distinguish them. The cla»8 who in Chittagong cal! themselves pn>- 
priotors are practically of the vS<Kdal and other status as the cultivating raiyats. 

Q , — Do you find any difference in tlie way in which tlmy cultivate their 
land ? 

A. — No. Bt'cauae the raiyat is practically the proprietor in his land. 

the case of these xamindari tenant during the time of famine, 
etc., are thef- in the same position as the other raiyata in the matter of 
suspensions and remissions of land revenue? 

A. — I do not think there has IwH^n any famine in Chittagong and I do 
not think the question has ever arisen, 

O. — Will ihA the small cultivators find difficulty in such times? 

A.-— Tliere may be some difficulty in paying the revenue. But on the 
wholf^ these bad seaiwins are so few in Bengal and 1 don’t think that the 
jniHivators are badly off in BengaK 
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Q. — Durinji: floods? 

.4, — That may happen soiiietinies. But they Inivo wonderful pow*ers oi 
recnperattoii. 

far tlie niltivatioti is I'oneernetl. wnntil you advix'ate the policy 
of hiiyinj' out the supt'rior landhu*d ami creatiUK a class of peasant pro* 
prietors ? 

.1. I arn afraitl f have not thiiu;^»ht alnnit that pidiry. 

Thf Mnhurajtulhiraja liahtuiur of Ituniwun. V.— In answer to question 
No. P7 you say * These renta are in orinin ciisttunary rents ahirh liave coiihv 
down from before the time of the permanent settlement and although they 
have been Kradually increased since tlieii, they are still far frotn H«ung 
et^moinic rents and on the whole lln\v f(»rm n small item in the eultivaU»r’a 
ex;>enses.' What rents are you refernn^i to? 

.1, The rents {oud to the landlord. 

- Do you mean that the rents which the raiyat in a permnnently-settUHl 
nrea pa>'>i to his iiininvliate superior landlord, who in some iMses will be 
A iMifrtithn, are ciistumary rents? 

.1 V«^. 

Q, And yon consider that although they have been increased from timo 
to lime, llle^ are siill far btdow the et^tommie rent '* 

,1. Ye.. • 

Q. In other words, do yon t‘<»n*»idi*r that from the raiyat upwords to the 
faimnolai , none pav.s an e< omnme rent? 

.1. Ti»e lent paid by the cnltivatin;.^ raiyat wh<»se holding has tome ihiwii 
from l»f'tore the perinanenl settlenu nt cn* alanii tliat time is not an economic 
rent hi'tausc wc tind that when he sublets any jMUtiim to an undcr-raiyai 
he tail always realise twice, three time' or five times the amount of his <iw u 
rent r'lc ify | know of some cases in sonn* td the distrii ls w lierc t lu* raiyat 
mi^ht he |>iiyinti Its. 2 an acre*, htit realisiiiK Its. 12 or lo an acre from tlie 
nnder-raiyat. 1’lie man above him, if he i.s nn inlermeiliary tenure holder who 
subsists »)n nuits whieli he rc*<-eivc‘s from tin* raiyat. takes a lnrp*r proportion 
from thf' raiyat than he has to pn^^ to hi^ superior landlord, 

Thf - There is a raek-r<'nt rii.;ht at tlie hottoin? 

.1 In some ruses it redm-e^ its«-if to rai k-rent tuit in other eases it ii 
mu vet rack-rent. 

Sh- /%/<o/ T/coa/ooa. V- — H tViere ar«» intermediaries between the raiyat 
and the zarnindar, they might pay le.ss rent than tlm aetuiil cultivating 
raiyat '•* 

1.-- Yes. 

Thf l*rt . Q. — Are not there iietiiHlly c'asc*** in which thc're are ns 

many 12 siih-infeudations ? 

.'l.- l think there is only one such ease. That is very rare, 'rimt is 
found only in one district and it is due to historieni reiisoim which are giv6fi 
in the final report. 

Is not sub*infeiidat ion a great evil? 

A. — Certainly. Bui I don’t think it is a great evil over HerignI iia « 
whole. 

Q . — Can you explain to uh how all tlume 42 people came to l*e registerad 
as tenants? 

A . — They appear in the settlement records. 

Q , — None of them is a!ise%sable to income-lax on his income? 

A .- No. 

i??ir Percy Thomp.ntyn. Q , — They are holders, are tliey not? 

A. — ^Yea, they are really more leaae holders than tenant#, known, in the 
Bengal re%*eiiue term, as mtermediary tenure hoUlera. 
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Tlu V I* Hniint. Q. — Right up the bottom you hare got custoiMary rent 
which !•» h*v>. thai) the* erououiic* rent and it in clivithnl by V2 people eaeh of 
whom takes a small portion. How doee it so happen? 

.1. I really do liot know, t fancy that all take a good deal of illegal 

exactions from the tenants. Tliev actually mfiKe more than what the pure 
rent figuie shows. 

Sir I** It fj Q. — The man at the l»f;ttoin ha> to deal with the 

man iinmediatcdy above him. 

J.- Yf-. 

O, ~ So he c-an he oppressc‘d rn.!y hv tlie imih immediately al>ove him. 

Yes. 

^1.* How is Kuh-infeudatioii a great evil? 

. — It is not so taking Th-ngcd a- a whole. Rut it is undoubtedly ho 
Taking one or tw<j phues. Ka h man in tlie dinin will try to take what 
he can and it, leads to a great deal of illegal exaetions. 

“ If each man hegiiis to take wunethiug in^ue from the man immediately 
below, jirobfibly the rent which is paid by the last man amounts to economic 
rent. 

.l.—ln Home cases, yes. This is only true of a small imrtion of Bengal. 
This was mcmtioiuMl in oiu* of the final rejiorts, that of Sfajor Jack, which 
attracted an enormoiiH '^onount of attraction. It I>v no means typical of 
Bengal. J 1 

lh\ I*(i rmij [fyr . i^K — Is there aii.v tendenev to r«:*<lnrx' tliese intermediary 
holders hv buying out the man above or bfdow ? 

.4. No; I do not think thc*re is any such tendency. 

Sir I^rrry Thorn Is there anv attempt made tn stop these ilb^gnl 

exactions? 

.1.“ -There are provisions in tlie Tenanc'v Ac t by whic h the person affc»cti»d 
limy complain to the Magistrate; hut tliose jirovision*^ are. in praetiee, a dead 
letter. 

■ Them practically your Tenancy law is a dead letter? 

,t Yes. in respect of the illegal exactions. Of ccuirve, the ilU'gul e\« 
actions are quite moderate in many parts and they arc more or h*^»- stable 
They Mill Ik' annas !:? in a rnpcH' c»f rent. But the tenant knows exnrtly hotv 
nnn h he has got to pay, 

Thr ]*rf'siifrt\h (h- you give us an idea of :\ more typic*al case? 

,1, 1 think you will have to read all the settlement reports that had been 

Written. I’erliaps n tiistrict like Mymriisingb m-ouM be typical c^f Ea*<t 
Bengal. Haisbahi of Nortli Bengal and Midnapur of West fWngal. 

f>nlinart!y wdmt would 1 k' the numW'r of intermediaries in a tMucal 
district ? 

.4.- Over a large |mri of the district only one. in other parts two and 
oc«.^aHionally throe. There would be the proprietor, then perhaps a jtaintdar 
and below him the cultivating raiyat. 

Q . — The cultivating raiyat would be paying money rent? 

.4. —Ye*. Money rents are more eominon than j»r<Hlue€* rents. 

Thr M^thurujrtdhiraht Jkthaihtr of Jittrtfwon . Q , — Taking a tjqdcal case 
in Midfrtipiir, you would have the superior landlord: then you hare an inter- 
mediary and then the actual cultivator. The eiiltivator in nine c«.ses out 
of ten is an <x?cupancy raiyat. But the oct'upancy raiyat under your Tenancy 
Act can have nnder-raiyata — non-occupancy raiyats. Therefore, is it not more 
correct to say that you have four kinds of men — that is, the superior landlord, 
the tenure-holder, the occupancy raiyat and then the under-raiyat ? 

«4. — Yes. But that is only in a minority of cases that you hare the under- 
raiyat. But in certain areas you do have him. I cAn*t say the proportion. 

Dr. Pamnipyt. Q . — ^The under-raiyat cannot create occupancy rights? 
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.1. — No; he cannot, lint he may poajksesii o<"t'«|>anry rij;ht#» Hy ciisUmi. 
Thsre are one or two diMricts^ (JoHsoro mul Khiilnai in which m'ery JC**®^^* of 
cultivator, troni the tenant iipwardt. pox.^oHses occupancy riirht^i hy custom » 

T/o* Mahii nifntfhii*tia Jtffhathtr r»/ }iu r<hr*Hi . Is it not a fact that 

in this part of Fiengal there are more iMTUpancy raiyats than in Kast Benital 
in proportion to t)je tx»tol nuinher 4>f pcrsou.s dcfiendcui on 

i, — Yes; latManse there are not so many intermediary holders in East 
Ik‘iiy:id. Even m East Hen^al in <*«?»rliiin di>trnt>. <*nly you have them. 

Tf*r Prt'Sitfh^tif . Q.~ \ vircat j>c<>p^fti*>n of ilie etdtivators in East Iieua;a{ 

are M nhaniuiadnns r 

.1. Yes; hcf'aux* th*‘ >odh »»t’ the population Mulnunmadan. 

TA»’ Afahtiraitufh iraia lluhtidur of llurdxnjn. Q . — In answer to question 
No. you say * This appears to me to he ahsolute nonsense as far as Heu>;a1 
eou.erned.* K u not a ta<'t that (oo’erniueiil tenants v**"' than the 

neiiLrhhonrit)^ Xiimimhoi tenant* 

1. It in tin' < n)i'.iuTit V the (iovernne'ut to h\ a hover riit4‘ in their 

hind than in the surroiindiiij; |»ermanently-settled estates. That is a dehiiite 
rule. 

I /it' /'/ *' 'ff/r •: / . Altln*iieh the rent in tin* restates i*-. nnn'h l»eIo\v the 

c< onomir r»o)t * And iln»' is no cndeflvi>iir to »‘Xph>it this sort ot revenue 
to the utmost to make np defn iein ies cd the permanent settlement F 

.1. — No; not in the least. There are strict rulen asr^insi raising the rent* 
even to the l**vel of those in the snrroiiiidiTn» estati^, 

V. Even in other rC'iMTts miscellaneous items sneli as revenue oJi town 
sites, there is no tendem v tii e\|»loit iIh» revenue to the \itnmst P 

I. -No. f n fact the profits in respe(*t of itiwri sites made hy tin* private 

people are enormous ( Jovernmeiit is h>'in:i the hind revenue whieh it 
wcuihl have realis'd if it n tue agrieidtura! land. 

nr Vn/ itj Iff f(i(/ It i t ti ft! ]!*ih(u/ur ttf /hmhi'iiii. (J, He(aiise it is nitliin l!ie 
j>erinanently-settled estate ? 

.1. “ Yes, Hut even in ( hiveriiment land, it is ridic tdously low e<mipiirr‘d 
uiiii that on a^rieiiit ui al land. 

Str Pru if T h'tmftfitm . <j<. Is there any euaranl4'4! ulicii they were given 

|»f)s*«e^sion of tin* land that they would not he taxed* 

A -In some <‘a'rt‘.s tin* ^it** tm wliicli the !«»Hn has grown ii|) way iimrc 
or Ic's agrnuhural laml in ongiu and tfie tenants \ver<* <»rdi!iary itgri<‘uHur«il 
tenant s. 

(h" -1 understand the legal difhc ulty to rai-sing the rent in pcrinanently- 
ar*oi' hut tint! i^ not the »a-'‘ \%’?h resp^i t t«> f *ov*'rnment lands. 

I , If it etunev nutier :lie Hengal l enam y Act. (ioviTunnoit firopf^rty in 
bound hy 4*xaetly the same rules as the perinaiiently-j»eitli*d c&tatCH. 

Q. Dof'S tjiat appl'i to ’he Piwn lands* 

,1. A great many town lands #lo «<une under the 'I’enaney Aet, 

/>r. pftrnuifnjr , <,/. -\Ve were told in the C. P. that Government land 

was always let out hy ojk*h auction. 

.1,— That i« not the eaA*> hero. 

— ]s there any reaMui why it should not he done in thiH part ot th# 
country* When (iovenmsent romc»» into possc^ssioti f>f a now piece of land 
cither on a<'fv>unt of disaff rarest ati'Ui or hy idling up. is there any reasoii 
whv it sliould not put that land to auction ami get the largest amount? 

Thf P r* Kulmi 'IdiJJt %vf4s the Government f»f India Order of 
dl. — I do not know. There is rory little land for diipoant fn Bengal. 

The Mnhorrtiadh'trftja poihndur o< Purdintn. Q. ^Hnppfme a zamimlat 
defeulta, does not Government put hi» land to aitciiotiF 
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A. — Govc*rnment pntn it to auction and out of the money realised, it takes 
the amount of arrears due to it and the balance it bands over to the previous 
holder, 

/Jr. l^frrnnjpytf. Q . — But we were told yesterday that Government itself 
has got to buy up the land. 

A, — Ye«. occaNionally, But there would Ije tenants on it already and 
Government is bound hv the linutatioiiM of the Tenancy Act in dealing with 
their reiitH, 

7 hr l*rrMitlrnt\ Q . — We had a report by yfr. Thorn pscni in which it is 
stated that there was a sale of acres yielding a revenue of 3 lakhs 

and he gives tiuiiierotiM instances where rents con!<l he increased. 

/I. - That was Mr, Thompson’s report aliout toivn sites. 

Q . — My point is that if yon exploit every avenue of ii:crease. there would 
he a certain ainoiint of money to he got. 

*1. — It is very, very little; he<‘ause the cases of towns sites, dealt with in 
Mr. Tiiompaon's report, in which Governinont could act are very limited. 

Q , — May J take another point in connection with the cost of settlement? 
T see tr<»tn the U«*treiu liineut ( j)rn!nittee’K Repr>rt that (Jt)verniuent hears n 
Utiarter of tlie cost, not as a matter of law hut as a inaiu^r of grace. 

A . — Yes. 

Q — tender your Act vou can recover the %vhoIe? 

d Yes. The ihf-ory ik that (iov<*rniiierit itself dm ives a eertain jinennu 
of heneht fnun the reeord that is prepare<l and it would he UNtfid for adiniti]''- 
tralive purpoM^s. 'f’lu* fact of the reeord heing in exi'steju'*' diininiHfies «hs- 
putes. That is the the<»rv on which Government |»ays a, portion ol llo* co-i 
Sir Vrn'ft Thompstui. Q . — Settlennmt is also revaluation, is it iM>t - 
A.- That is an entirely <lifferent pnaess. It is :i iiiivnorntT. h# tlo' ea-e 
of the periunnently-sett led estates it is a fueparat ion of the re( or<l-of-righT < . 
\ou <’uiin<»t alter tin- r(*venue 

Thr Pm sitlrnf , - The purpose* of tlie ref onhof-rights is to fnrilitatc 

tfie sett lenient of ilisputes. 

1V> |>rofect tin* tenant anti let liim know tla ronr he has to { .n . 1’)ie 

rcH'ort! is cuitircly out of ilate after thirty or torty yeats. I inider>*;uMi 
Government lias not >et seriously considered ilie <piestioii td inainien luo of 
the recorcl. 

Thr Miihtirtiyiiihtmijit /tnhuthir t>f llitriJtritu. f,^-'-^'he growing op[> 0 ''itMni 
to survey aiul settlement i.s so great that (Jovermiienl has not serit»u-«]> 
comiidered whether to undertake revision or not. 

A. — Talking with tlie late Hevenue Secretary my impressi'Ui is tint 
Government had really no intention to consider the r|nesiion at prevnt. 

Thf Vri\*i*/rnt . if . — May I iust ask what action was taken on the pn>* 
poaal of the Betrencfiinent Coinriiittee that five j>er <vnt. alone should he 
borne by Government ? 

A.— That wa.s n*3t agrtnul to. per c^ent. is still lH>rne. In other res- 
pects (•ovenunent gets soinelliing from stamps. Government used to take 
only throe-fourth. Now they take the whole lot. That is the only difference, 
— They further say that the aincnint actually realised from the parties 
Homewhat more than 75 per cent. 

A.-j-Yos. that is the C'ase l>ecau.se it is diffic'ult to f*alciilate exactly 
W forehand. To be on the safe side the settlement officers overestimate a 
little so that the actual receipt is more than the actual cost, 

— A*oti alrcvady levy a tax on mutations^ 

A. — 25 per cviit. of the purchase money, 
f?.— That is what is called salami? 

4.-~\es. Those are Government orders. But as a matter of fart it has 
been introdure<l c'ompara lively recently and it has not l>een found possible 
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• 

to carry it out tu all ca.M?s. 1 know of Gorornmcnt mi»im in Midnnpoto 
and Chittaitonft wKer«* the opposition of the ieiiantii to thi« levy waa ao 
airong that (fovornnivnt dw idiHl not to levy the chargt*. 

— You cannot prerent the splitting up of holdings^ 

/I. — It is not povsihle; they will <h» it with «»r without pernusnion. 
There is a rule in tJovernrueiu estates that no transfer will W recognised 
if it results in the halatut* ot the transferor or Irunsferee’s rent heitig leaa 
than one ru)u‘e. Yet the transfer is made for all praeliml purposeic. 
f/. — Then von should not leeognisc it. 

.1. The transiereeOi name is simply toined and they are jointly made 
respousiV.le lor tlie lunlividecl hoMing That is the legal position. Having 
oeeupaney r»gl>i you tan turn him out only on suthrienl ground. 

(,>. — Is there joj eonditioii in the leaMV*' 

1. - When he iisj s land for agrieultural purpijses ami jmys rent he in 
practit ally irreimivahh*. 

- Is there no pi^o isioii i^i^gartliug transfer here P 
.1 --No. the V(‘t n?:ih«w m« firovision ahont iIm‘ traiisler of land. Tliis n« 
one of tlie delc‘et‘«i nhieii has to he ret'tihed l»y tln^ in‘w Amending At't that 
is un ler t onsjderai ion . 

O, With regard to tlie ftiurth matter in nuestitin No, It 14, you liuiy that 
tViis is povsihle only in a provine<‘ \\ hiO'e there an^ rents as tlislinrt Irom 
revenue. You say it is not apjditnhle to Heiigal. • 

.1.— 'rhai Is the ' .oiijoti at j ve im idt‘iie<* of tin* land revenue, 
y. — Wt‘ want to know if we c‘an get the ei’oiiomie rents. 

.1.- In tiio r. r*. where you have the raiyatwari setUement you run eoin- 
pare the pereent Tin* rents are lhem.s4dves riKses.snnoiis in those rnseH. 
Everything lliat the raiyal i»ays to the government i.s asHessment of revenue. 
— “In the r. 1*. tlie rent is fixed by the settlement offieerp 
.1." It is |»iijd direct to thv government I understand. 

(h — 'In raiyatwari armi it in not rent; it is assessment. 

.1.--- Then you ennnot eompan* rent with assessmoril . 

— in a raivatwari province the assessment ev«*n if it is normal is half the 
net prodn(s> ami it is generally voi v iniirh less than that. What vve are 
rryint' d»» is to find <njt samples in whi<h lamis liav** hec»n let at eofii- 
petitive rents. It will )h* gnat many tirm*s tin* asM'ssiiwnl. We thought in 
llengal you had no f'oin[M*t )t ive r»'nls, 

\ — fJeuerally in>t ; there is vc^ry hinall pro|>ortir>n. 

(’an you fiml any c'oiisiderahle tniinher of HtimpleH of eonijM*titive 

rents'^ That s«>eni.s to he the only way of getting hold of economic 

\ — Yon can prohahiy find a few samples in eaili district. In the courao 
of the settlement prcx'eedings wo record oil rents actually paid and wo can 
find out from these tlie eoinp<ditivo rentn. 

Sn T . Q. Vvkt\ voii generalise frntti that. there 

w’onhl Ik* g>M>d spcf irnens nml had h|k*< imeiis, 

.l. -Yes, 1 was not fpiite sure from this fpiestmn whether it meant pren- 
Mire on the pivsoni* w lio actually pav revenue to governrnefii or |irfM»iMiiro on 
the acttial cultivator of tin- soil to wTiom the revenue aHN4*i4sment in eventually 
passiHl on. 

(/. — What share does thv (iovernment take of the economic rent? 

A . — In Bengal it h a very .small nhare. 

Thr Tlon^hh t^ardar Joffrndrn iSin^h, Q . — lit it Jth «har©? 

.4. — The revenue which Government rec*eirea is |th of the tiiial rental 
value. 

The Preodenf. Q . — You tiay chowkidari tax is intenMdy unpopular^ 

A. — Y'ee. It partiv Irerause it« incidence is very unfair. The 
tuent is left to a ;xal panchayat which ia open to all kinds of local iuflumiroe 



»nd tb© Pancbayat generally asaesaeft iiio»»t heavily people who are least able 
to AtamJ up against him. 

Q . — lb it not nsHc^fnent by local panehavatwS that the politicians regard 
ai ideal? 

.4. — I HUppo^ it is. Hut it will la? Wtter to have a Imard. At present 
it iit done by one man. He is ciiIIihI patuhayat : hut he is really one man. 

Q . — T thought the Collector noininat<Hi a lioani representative of nil classes. 

A. — Tlu? CVjlJector selects him, 

(!>.- -How much is he paid? 

A. — He gets 10 per cent, out of the col U»rt ions. 

Q . — It dot?H not come in on either .side of the account. 

A . — It is all expended for |)iirely local need.s. rnder the new Village Self- 
Governnnnit Act the posititin has been rather changed. It is not ]>nrely 
a chowkidari tax any longer. They are entitled to >.(H*Md a part of their 
money on nnols mikI things of that sort. 

Q . — How do they fix the amount they are going to assess? 

A. — I have in»t experience in that line. 

if . — tliere no wny tif making it more popular? 

,1. ff yon have an impartial man ih»i liable to local iidliiences t<' assess 
the tax it would be 4_oieli bettiT. Mr. JackV idea i'' that vnu should divide 
the ilistrict up into small areas in each of wliifli wui u.niid place one man 
who would stay thore and make Inmself thoroughly acquainted wdth the 
coiiriitions of tbe |dace and assess each particular family. 

Str Thhtn . (>. — 11 Would he costly. 

A . — The average pay that you will have to give f<*r stich n man will be 
boinewliere about It.s. 15t>. Six .such men will he re(|uired for each (list rift. 

1 hi (i — The <’howkiduri tax has l>eeii turned inin a b»cal 

tax on circ uinstancc.s and |>roperty in these I’nions. 

.1 , — I do not know much of the working of the Union Boards. 

(>.' In the Punjab tliev iiiipitM'* a ixix on circiinetam'es jind property 
whicli is levied liy way of a surcharge on the chowkidari tax. Is there an 
appeal against the th*< isioiis of tlu' Collector? 

j I do not know. I Inive not worked this s\^tciu myself. 1 kr)*o\ that 
it is uii)M)pular. 

Tht Malsuniifulhiifiiii lliifunhn o/ ]{uniir»in. (>. — WluMi you sji’v that 
agricultural income is a reasonable source of taxation, don't j'ou think that 
ill your imtivincc with the exception oi the zaunudars and |»ossibiy the 
putnidars you would not get anything from the farmers. 

.1. If you maintain the [ireseiit limit you may not got much. 

(b— Supposing the limit is loweml to Its. in the case of ngri( ultund 
income even then in Bengal y«»u may m»t gel much? 

A . — You can find quite a luimlwr of prasperou.s raiyat.s. 

(>.- M’hat nuiiiber? 

.1. — It is extremely difficult to estimate the real income of a man in 
terms of money wlien he ha.s comparatively few' money transactions at all. 

If ymi go on a purely money basis probably you would find comparatively 
few. That is \vby a [H'lson who goes and lives iliere and knows the general 
econoifitc position of each family is required, 

Thf Prrs'uhnt, Q , — Do you advocate that? 

.1.— I think you wtnild get larger revenue with fairer distribution. 

(>, — Would you find uruMirruptihle men? 

A . — My experience is that tl»e Settlement Kanungoes are a set of straight- 
forward liven. They have got ample opportunities of making money during 
aettleinents but yet they are honest. 

Q , — Any set of men would have enormous temptation. 
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.4. — I fiiii afraid t\wy would. Even they take a little hero and 

there 1 the g^nioral imaloiue would bt* fairer than it is ri prt^setit. 

V. — You say sum^ssioii duties would extremely diHiciilt to tHdIeci? 

*4. - I moan the lojral diftk tdty. I remomWr diM tissinj; ilii’* wdth » Iwwvor, 
He said that there wort* a >:*oai many diftii iilties in rejturd to the joint fiit^iily 
system. 

— Do you think the resist rut ion of iiiiirriajjces wmild iuterfeht» with 
rolijition ? 

A . — It would. 

Q It is already ni force regards Muhiimnnuian*^ in the Puniah luul 
Bihar. 

.1. — They don't ohjet t to it. 1 was thinking of the Hindus. They are 
very nervous when anythinv; interferes with tiudr customs. 

Thf* Muhitiiivullilutui Jlilntilut o/ Jiurduitn. (||>.— It is rather dillieult 
in the villajzes to eolleet tho'^e ihinj;'*. is it not? 

A . — You will havv‘ to joovide the registration oflicHU's and it will he very 
difficult . 

Thr VrrunU nf. 1 1 has heeii pressed on us hy Indian n<»n-ofhcials and 

yott c>p|>ose it. 

.1 . d thought llu \ M ti!d uhjec t . I never thought they would advot‘»le it . 

YiOi think thiit a tax <oi advertisements wouhf he very uiuMjUal as 
the value of the advertisements depends upon different factors?' 

.1. It depi'nds upon when- you put .vour advertisement am) in what 
papc r, 

' You dtin‘1 advej !!s»^ v. in re it would not )*e s<v<.n. .After all it only 
i .nsjsts in the aihximr «»f o vmall revenue stamp and it will lie ver.v simplo 
to ei»!l(i*rt, 

.1. Yes. it is a very simple tax. Hut it would not hear atiy proportion 

to the value of tiie moi.e.v s|>ent on it. 

Yon think that a tax <*n p.'iient ine<li('ines would he justified and 
would Ik? useful a.s the mi m her is very large? 

.j >. j f-annot su.v that hut the '^ale seems tu he c'Xlffonely large in Hengal, 

y.“— You don’t think llnU the produce tax suggested hy fSir (langii Kam 
would bo workable? 

.1.1 do not see Imw ii would h<* uorkahle l»«*<ause transport is so very 
largely in boat.s in the whoU* of East lleiigal. 

The lloivhlr Sanliir do{fmdnt Stmjh. Q . — Would it be equitable to tax 
only the surplus Unit goes mitr 

A. 1 am afraid I am imi ai) ex|»ert taxati»)nist . ami I do not Know vr‘ry 
much alMiiit taxation. 

i^. AViu say the rent amounts only to Ift per cx?nt. of the total expendi- 

ture of a family in comfort. 

.4. — I got this figure freun .lack'h hmjk. 

^ — How does he arrive at it? 

A . — He prepared a M*iies of domestic budgets by p(*rf»onal house to hoinie 
• enquiry and from the reoord-of-righls lie aMertained the average amount 
of rent and worked out tlie figure'*. 

Q . — Did he »|K«;ify tlio area for which he workwl it out? 

A . — He t<Kik the total cultivated area, divided by the total population 
and that gave him the average area p<*r head, 

Q , — He ha« spoken fthotit the parttcular district of Faridpur. 

Q. — Then with regard to subletting of holdingi*, is it prevalent in Bengal? 

A , — You mean subletting by the raiyat? 
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Q, — Xo/by the landlords and patntJariP 

A. — Ym, the iandlords a» a rule sublet to an intermediate tenure-holder 
.and they collect rent, and under him may come another intermediate tenure- 
holder who <‘ollt*ctft rents and pays the first man and below him comes 

the nifin who actually cultivates. 

Q . — What would be the margin of profit for thejiK' subtenants? 

A . — It varies in different parts in Iten^al. hi inakitut our s<‘ttlemeiit, 
w© allow 20 per cent, for the intermediate tiuiutvhoider, 10 per cent, for 
the (ollection expeir^*eH and 10 per cent, profit. That is what we albiw in 
making our settlements. 

— Are the suhtenantH very important in llen^al or are most of the 
Jainls cultivated by the raiyats theiiiscdves ? 

• l.-rA threat |>ropc»rtion of them is riiltivated citiier l»y the man who is 
leiptliy <lefiue<l as laiyut in the Tenancy A<'t or the man f»elow him, hut the 
interniediate tenuri'-liolders ruhivate very little themselve>. In some cases 
the proprietorn would collect <lir€?ci from the tciiure-holders. 

Dr. / ‘nnniipu*. Tlicn the tenure-holders have no other profession 

than merely c<ilh*ctioii of ri'iits? 

.1. They <|o vt-ry little; at least u majority of them are livinjEt 

upon this liu'onie. 

What amoiitit^nf time is taken artuallv In tlie follection? 

\. Very litth-. if any. He has pru a <nnnusf(! under him. They are 
prolmhiy u wry lazy chiHs. 
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CALCUTTA. 

PllERE.NT ; 

Sir Charles ToniirNTKR, K.C.S.I., T.C.S., PrrfiifUnf, 

Sir fluAV CHAKn Mahtam, O.C.T.K., K.C.S.T., Mnhnraja- 

dhiraja Balnulur of Burdwan. 

Sir Percy ThomfhoNi K.B.H, C.B. 

The llonTile Sardar Jogrndra Singh. 

Dr. B, P, Paranji’ye. 


'Sir ALEXANDER MURRAY. Kt., and Mr. KENNETH CAMPBELL, 
M.L.C., were examined on behalf of the Bengal 
Chamber of Commerce. 

irrtffrn mfinorondtim of the Bengal Chamber of Commerce. 

Q. fS. — As r general principle the Committee are of the opinion -that it 
should ho in exceptional circumstances and conditions only that the Govern- 
uient should establish and manage commercial or semi^ommereial under- 
takings. They agree with Dr. Armitage Smith that ** State production has 
a tendency to check private enterprise; it weakens competition, establishes 
routine systems, and discourages the introduction of new and more economic 
methods. The invigorating stimulus of competition and personal interest 
teems to l>e essential For progress.” When commercial undertakings are 
-establisbed and managed by the State the Committee consider that, as a 
general rule, a commercial return should be sought on the capital invested^ 
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Thcvre m«y b<* iiKstmic^s where » bare return wouh.! be ef|uitiil»le, but 
incbtie to the view that ortihiarity a ctuninerrial return !^.hini!ii lie atnteti at. 
If Jiuch undertakings are run at u uit»nu|m|y |>robl the element of taxaltou 
would apiH^ar; that iff, to say it the artirles in question ant^ sold at an 
artdiK'iai iUft!to|ioly jiriiH*- 

(,>. />“ - The Cuiiimittee of the (Tiaiitlter re>:ard the tlnen in question at 
payments for <ervir€‘s rendered. 

Qs, Jd and — The Coininitiw tigrt^ with the statement in qtmalion No. ; 
but as re*z:ard.s question No. i?o they do not think tliat it would Ik* feasible to 
make any distimtion betwtvn the various ehiNses of the (uqiuhittoti. Nor do 
they think that it would In? rij'ht to cio fM>. In so far as < ah ulatiiiij: the htmWii 
<d taxatnni com ei Uftl tin y would depreeat^* any sfparaiion td' lla^ popiila* 
tiun int^wli inker'' and inni-drinkers. or smokeis and tion-sinokers. 

f,h J.i. -’Praetiial t'xperieme in th'iigal of a tax on eiiU'itainmenis 

not lead the (’omnnliet' to »«M'onunentl it. Thi*v tnliiut that it produreH a 
lair rtveiine Imt, so tar as liiey eaii diseover, this revenue is ih'iiveil t«/ a 
roiiHiderahle extent fiotn the owners of |)iuees of amusement, insteatl ol from 
the jieneral puMie. 'rin*ir view is that, altogether apart from any tax. 
tin* owner', ot pl.oes ot ainusemeni liave ^iauj^eil liie e\ti*nt to w h h the 
puhli<‘ wdl pay. hi other words they have been taught by experienee that 
if tliey f Ijar^f* mote than a certain ti^ure for admission tbe\ will reilme tin* 
attemlance. lad it be supposed that tin* fe«* lor admission is Hh. A. It 
ni.ay be as>ijiin*d. ihe ( ’oinmitt ts' think, that lln> propyetois of the pbue of 
amusionent Iviiow that tin public will tmt pay nn*re than Its, o, An lUibu* 
tainment t;i\ of. say lb 1 iv iloui imn<»*'ed. The |iroprietois arc lber**iipot» 
fared w n }j two ah* in, it ue. they nniy either mid the lax to the price of 
adiuissK^n. with the result that the attemlance will diminish, ami the uk ss 
ra venuc will fihow M* diminisli ; or. in the alUunative. lliey may leave the 
eliart^e for adnu'-sem nn<'bano,.d ami pay the tax t lieinsidve.H. in which cahi> 
the fxross revenue will also be re*duced. allhou^ib tbe uttendiim'e may be 
maintained. Tlie objr'ct of the tax is to make tbo person who frequent** 
amusements cotitribule to tin* |iubli(* revenues, am) to a certain extent it may 
do ihi.s. Hut ‘t* *t' fleiiizal that it casts an undesiraliiy 

heavy burden on the proprietors of place's of amusenu*nt, inasmuch as they 
cannot pass it on. in its eniircfy. to the joihlic. As ref»ard« qneMtion No. fl5~— . 
whr*re the tax is also rebrred to dhe (’oirmifttiM* wioild not advocate iia 
extcnsir>n. 'rhoc aj^ict* wdh tie* qindaLion in the (|ncstioii, iifimely, that the 
tax is a sf.nir» c of n;u( li vi’xaiion to tboM* fr'»m whom it is collect ed ; and 
tbi-y til ndv that tin* in<i«‘a''e oi older tax**s would be prelcrablc, 

.Mm b ih.;t Is said abov*- in r»‘f>nrd !<> the eiiterlainments tux is ii|>p)ir-Hh)# 
aUo to a lax on railway tickets. In the ev**nt of a tax heiiiK iTnpoHc*^) on 
railway tickets jjreat care wnuld, therefon*. have to Im* taken to eii.siire that thu 
tax wa" w iihm sm h limits as. wotiltf not result in a ilrop in niilwuiv reviMiiie, 

(ty -J7. and — In answer to cpiestiouH Nos. 27, 2^ and 21*, the Com- 

mittee think it may In* accepted that every uietnfmr of the coniinuiiity ahoiild 
coiitrihute to the public revenuf^, providml the taxation drnw not react on 
efficien<*y. It would seem to be very difliciilt to iirescriln* ii test for exemp- 
tion in a country such as India where tlie incidemc of the tax mi^ht not lie 
niort* than a few annas. Taxes on the |MK»r eoiild hardly be otber than in- 
direct. Direc't tHxe?i <»n flictn would Im> very difficult, if not imp<wwiible, to 
colie<*t. and would be inteiisc'ly iinpoptilar In the opinion of the C/ommittee, 
taxation should lie a condition pre<*eclent to rep row* n tat ion. 

SO . — The Cominitteo are not in favour of poll taxoa. 

Q ‘If — The CVimmitiof* of tlio (Tbamlior take the view* that it wuitild bo 
nnwiite aud undesirable to incroaxe the ratoi^ of inttome-tax. Although the 
Indian rateii may l»e lower than thoM? which are now* in for<^ in the IJnited 
Kingdom tlioy are nevortheleaii high, and offorU ahoiild l*e made to reduce* 
rather than to increase. th€*m. Morff^iver, higher rates would certainly lead 
to even more evasion than is practised at present. Vigorons efforts are 
being made, it is iinderstooil, to check this evasion. All such efforts Have 
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the suf^port nt the (lianiher. aiitl the Committc^i* would depriH-ate making 
them more diflhuit h.v inrreavinjj: the rates of lax. 

(>. > 4 . — The existing graduation scheme for inrouie-tax in not coiuiidered 
tty flo- Oimmittee to lie iinsatistartory, and they would not recomiiiend any 
ohuiige heing made in it under existing conditions. 

Qx. ii5 and 36 . — The Con unit tee are dispONtnl to nnawer questions Xos. 35 
and dd in the negative. They quite underntiind tliat the principle of differen- 
tiation, as hetwmfii earned and unearned incoinc, is generally recognised ; and 
that allowances for wife, children and other dependants are in force in, for 
•ixarnple, the irnitiMl Kingdom. But they do not think that the drcuraHtances 
and cotidilioiis of India at presemt are muIi as to warrant any attempt lieing 
made in eiihei* of i he^* two direction*,. PIimv would not advocate measures 
calculated to make income-tax more complex than it is at pr€‘sent. 

- 'The CninmittfH' df> not support the linlian super-tax on companies; 
indeed they are of thr^ opinion that it is one of tiie first taxes which sliould 
Se witlidrawn as s<»<»n a> financial condition'* permit. But in the existing 
fiiiancia! situation thi*y see no nlternativo to it, and they do not, therefore, 
press their ohjertion, f»rovirIcd that the tax remain- at the ciirreuL rate, 
and that tlie reliefs whicli are now uvaiiahle are continueci. It has hts ii 
argued, as the qne.stion implies, that the Indian super lax on companies is 
anah»gous to tin* Knglish ( ’orp<»rat ion Profits Tax. In fad tin (Vritral Ih^ard 
of Keveniie (Memo. No. of tin* l.’8lli .lanuary lld|) have de» hired it to 

ho “ really a corp*»rHtion tax/’ Hut tliere arc nevertheless malerial 
ilifferenees helwe<*n it and tlie Knglish C’orporalion Pnifits Tax. Section 
55 of the Indian Ineome-Tax Act of 1922 clearly lays down that, in respect 
of the total iiu’oine of the previous year of nn> i mlivitlnal unregistered firm, 
Hindu nndivideil family, or isimpany, there shall he levied an additional 
duty of income-tax (in this Act referred to ns super-tax) There can be 

no question, therefore, that the legislature intended the tax to he an income- 
tax and not a <nriioration tax. 

(/. “Tin* ('Oinmittee of the ('handn'r would not favour the withdrawal 
of the exemption ot incomes derivcil from agriculture. 

pi — The CVminiittee are not without hope tftat the time is approaching 
when iucoMie-tax rates in India may be lowered rather than raised; and if 
this antiiupation is realised it wtnihl be hardly equitahh* to reduce the exemp- 
tion limit. 

(,h U — The Committee agree that the reproach referred to has Vieen. or 
at any rate is lieing, to some extent removed hy the intr'»dnct ion of the 
newly createtl centralised system of income-tax control. For many years 
they held the view that more etlicient inethmls were reipiired in the inutier 
of the collection of income-tax; and they believe that these are now being 
init*odu(*oU under the new eenirahsed sy-tein. 

Q, 4?.-’ To eiiforc'e the ailojitioii of a siamlani form of trading accnnnts 
would lie, the (^uniniltee fear, an impos*iibility m this country, Tiade is 
carrif'd on under sindi varied conditions, and traders are of so many races, 
that it would seem to he hopeless to expeet the adoption of any general 
standard form, 

Q. i»f, — Publication, although it may tend to diiniutsh evasion, is not, the 
Committee think, desirable. It w'ould bt* greatly resented in India, and 
would tend to make income-tax more unpopular than over. The employ- 
ment of nun-offieiai assessors and etiminissioners was previou'^ly sngge.sted by 
the Chamber in a memoratidtini submitted in 11)21 to the Bengal Income-Tax 
Committee. The following is quoted from tlie inenuirHiiduin : — 

Appeals against assessments lie to the Commissi oner, and the Chief 
Bevenue authority is etnpowereil to call for the record of any 
assessment proc‘ee<lings and to pass orders npon it. There is no 
further right of appeal except, under t^riain restrictions, to 
the High Court wdth reference to the inter]>retation of any 
provision of the Act or Pules. 



Thf Commit of tfM> Chi»ni^>or hold the view timt ih^ rights of iip{Hnil 
under the Act shoutu l>e enlarged: and they ui*pi;* that considera- 
tion should h<‘ given tc» a projxuaJ the appoi fitment of a 
Uoerd of (ominissioncf s. In pulling fiuward lhi> proposal they 
have ill mind the (ieiu>rttl Cominissioners iippointtHl utuler the 
provisions of the Knglish Income-Tax Act of IIU8> and earlier 
statute'*. For each county division there is appointed n Board 
rntisisting of not fewer than tliree and- except «,t the instance 
of the Inland Hevtuitie authi^rities not inort* than >e\eii non- 

officials. These are independent unpaid t'oininissioiuTs, wlio are 
tree troni official c'onirol and to whom is entrusted tln» hearing 
and dcicrnnning of af*p<‘als against avNt»ssment>. rhc*ir decisionH 
a!'c tiniiK am] rannol fie alti'rcvi except hy «u’der of the CtHiri, It 
sc‘eii\s to til*' ( *»»ininiMe<* of the ('haiida*!' that Hoards »«f Com- 
inissioncis. ni'Uc or lc‘-s eorr*»spofiding to tfic’se. noghl fic i slaV*- 
lished in India. It w*>nhl not fa' |ao*hH|>s desindde that tficv 
sleinld super^t'tle as an appollati* anihority, the oftn or who is 
non ‘t vlod tlio ( ‘oinntis'ioncr. Hot his orcU'rs should fie apjanil- 
ahle to the* proposed llourd ot Ctunniissioners whose decisionf* 
•'laoild have tla* -ocine finalitv as attnehes tf» the decisiotis of the 
(’oniiui'-^ioia I s apjHii nt<‘<l nndt'r ilte Knglish siatutcs, 'rin* pro- 
f> >stl ;:ppvai> i<* th*‘ (cuniiiitU'e to hv eininenliy worthy of KerifUis 
i !.\ r*st igat ion and consideration and lln^v tr^ist that it may he 
adopt «'d 

TIu* Coiuniittec' of the ('hamheu, although tlu*v put forward the proposal, 
rtx'ognise that it nia\ he drfficnlt in this country to ohtain the services of 
suitahic noii-(fffi< ial ('oininissiom t >. 

<>. 5fi"'TI>e ('cuninit t»*c‘ hold no strong opinion on this fioint. riic'y are 
dispowd to think tliat inc'onn-tax free sen tirities are liked h> investors whcui 
rate^ of income-tax are c'xperUed t«> ri>c*, l>ul are not so nttraetivc* wluui 
inconuvtiix rates are likedy to fall. 

Q. 4'f . — So far as puhlic (oiupanies in (kdeutta are concerned, it in the 
practice to deduct iteonu'-tax uhen fiayineni of intcn*st on hearer secuirities 
is made. Tdie (*ommitt«*e ‘-tM* loi reii'^on uhv tin* same practice should not 
obtain in respect of interest coupons attached to Government hearer honds. 

V- The ('ornmiite^' an* of tlie opinion tli.'it ah hough certain ronces- 

sioii- ami adjustments ere still hei»,g ilisruss<‘d, the exiHting iirrangenieiitN 
are not uirsat i^t .ict.i)r> . Tin y arc not dopo**^'d fu urge anv grc*ai change, a« 
they think tliat the iminne-tax autliorilies are generally willing to iiieei 
assesM*-es rea^onafitv as rigards radnnds. 

Q, (‘cuumitiee do not udvoeate ajsscHsinent on the three yearn 

average, as is the |»n»cticc in Kngland The Hoyid CommiKsioit on Ineoimv 
Tax < T»2t>) expr<*s.sed the oi>inion that ** the ideal basis f«>r inc oine-tax assesH- 
n!i nt uou!d fie the profits of the ye^r for wtiich the nssessment is made/* 
This system wa.s hroiighi into fonx* in Irnlia by tin* Indian Income-Tax Act 
ot Ihl^, the ;«''SesvTTjcnt on trading |>rofits heing nnule hv means of an adjust- 
tnent. The sv'.tem iva.s :d>.tiHione<} in r->2I-22 on the gnnirid that it gave 
troufife. that theff* was ;«n afiveme f)f fmalily of asis<*Hsincnt . and that there 
wajj delay in ofitainint: refund-. Tht‘ C’ommilte« (»pposi*«| tin* fthHiuhnimeiti 

the system, as they rtuisj^lererl it to fit*, as the Itoyal fVimmission KHi’d 
it was, an ideal system, ft was replaced fiv the present rneiho<l of rmni'aH- 
ment on the }>revjous year's inctusic willeniit aditi-tment; and. although the 
<V>mmitt4^* reganl this as a leys destrnfile roethfK], thex* would he oppowd 
to anv further rhaiige. But they would like to see firovi*tiori made fnr carry- 
ing fi>rward hrs-es. In this <*f>nneetion they ipinte the following renmtks from 
their lett^er No. 64 of 7th .laniiarv to the Government of Bengal, in 

which they commpntt»<l on the Bill which is now the Tneome-Tax Act of 
10 * 22 : — 

By clausve 25 it is provided that where an atwies^ee fU]^tatn«( a Iohii^ in 
anv vear, under any of the lieads of in^vime Hpedfied in Jieotion 
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6, he Mhali W entitled to have the amotint of siieh loss 8et off* 
aicftinHt his income, profits, or j^ains. under any other head. In 
connection w'ith this cLiuse. the Chamber supports the re<‘om- 
rnetKlation that was made hv the Bcniral Income-Tax Committee, 
namely ** that in the year in w'hich it is incurrei] a hiisineas 
loss may he set off afzainst a profit under another taxable head 
of income Vnit that any Joss rarrie<I fora'ard to the next or suljse- 
years should alloa-ed to l>e set off only against the 

profit of the partiriilar hiisiness from whi(‘h the loss arose. The 
(>)fnmittee think that allowance should he made for l<»sses in 
this way for a jieriod of three years only.-' It is the practic“e in 
the I'nited King<l<»m for losses to 1 k‘ brought into account either 
under the three years* average', or otherwise, and the Royal 
Ounmission in thcjr RciK)rt recommend the retention of the 

principle of making provision for the loss on any year\^ trading 
henig set off against the profits of succeeding years. 

Q. generally the C-ominittec* do not favour the imposition 

of excise duties, 

Q. — So far a.s the C^oniiuitiee understand this proposal, it dot**' not 
seem to them to he impraci icnJ>le. 

Q. vV/ 'ri»e (\>inmittf‘e agn‘C with tins slatinncnl. If j<c»es'aiics con- 
sumed J»y t!»e pia^r are to he taxcil. ‘>a!t is. they ihinli, a very suitalde 
artic'le to select, 

:'tj. Tin* (’ommittw* tinnk that the statement is correct : they are 

unahie tc» suggest any <orfin{odit> cntisuno'd hy tli<‘ jamrest (lasses winch is 
K<» sultuhle a subject lor taxation as salt. 

(jh oh The C’omnnltee an' of tlu‘ itpinion that the tea- 

8onai>(o. 

In the npijiiou of the C’omnnlt(‘e such a prt>t(*ctive duty would 

he unfair to th«» Heiigal nmsuituT. 

ry. ' A tariff whieJi is restricted to a ft*\v arii« h - in common u>e. and 
ill the nature of luxuries, would cerunnly l>e preterahle tij one extending 
over all imports. Hut surh a tariff ('ould oloiously raise only a limited 

revenue, and it would ^eem to he iiiipractica!>le in India where a large 

revenue i.s retjuired from the tariff 

y. rfh“-The (^)mInitU'e have no personal knowledge of sueh cast's, but 
their attention was dir(*cted recently to the tpicstion of the duty on copra, 
ccwiiauut oil, and ])epjn»r. The cpiestion is dealt with iti the following 
extruit freun a letter from the C'alicrut, Cochin, and Tellichcrry Chambers 
of ComnuTix' to the Associated Chambers of Commerce eff India and Ceylon. 

Import duty, which from 10l(> onwards was charged on the a1>ove 
at the rate of 74 per cent., was increased from 11)21 to 11 per 
cx'ut, and from 1922 to lo per cent. 

We attac'h figure.s showing the revenue derived from tlie source of 
Heugal. Bombay. Sind and Durnia frc?m which it will lie noted, 
ns stated above, that the increased duty has resulted in a heavy 
full in revenue. Madras figures are not included as these are ^ 
negligible. 

Til© (xipra figures are very striking and you will note that imports 
from various ports have fallen from 24,722 tons in 1919-20 to 
506 tons in 1023-24, so that revenue from duty has fallen from 
Rs. 5,67,772 to Ra. 34,572 in the same period, notwithstandiiig 
i;be increase in the rate of duty. The cocoanut oil and pepper 
figures are not quite so clear owing to tlie increase in the total 
imports, hut it is obvious that the increase in duty has affected 
very adversely the importation of foreign oil. During the year 
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1919-20 &nd 1920-21, the total im|K>rts averaged 2,700,000 galloiM 
whereai»> during the thrive stiK<»e4}iient years they iuereaswwl almcMit 
to 5,0(X>,(XXI gallons on the average. Forcugn importations 
during 1919-20 and 1920-21 averaged gallons hut during 

the three suhsixiuent years decliiitHi t« 01,000 gailoiis. 

It clear . therefore, that the expansion in trade has Innnt nu't 

entirely hv indigenous 4ul %vitU the result that lu* ndditional 
revenue has aeerut*d to Government although the trade ha« 
almost doulihnl. The aaine remarks apply to pe|>|M‘r. 

The efferts of this ineren.se of import duly, therefore, defeated its own 
end, wliif'ii, j»reHumahlv . was to raise nnue revt^nue. 

It is nisi» slated ihat siuei' the duly of per tent, ti*/ r»doM*m has been 
levied on gold thread, there has been tciisiderahle smuggling of that urticdo 
from Frenel* India to llriiish Imha. The thread is said to he imt>r*rted into 
Pondicherry ajnl from thi‘r*‘ smuggled across the frontier without Vieing 
HssesM-d to duty, liu* i ••suit nig eoiin»et itiiui is stud to he so keen as to make 
it iinpossihle for importers ni Hritisli territory to rurry ori husiriess. 

f/". >->. S.l nn*l > — The ('oininittee take C|uestionK Nos. Hd, S4 and 85 to- 

gether. They agree generally with the eoncdusion at which the Kineal (‘oininiH- 
Mon arriveil on the* suhjeet of ml vahtr^tn and speeilie duties. This comdusion 
was defined in the i«dlowing words in |*aiagrapli 27d of tiii‘ maituity re|>ort : 

Onr general eoiH liisnui is tlial w hile ihi* Indian tarifi must eontain as Hi 
prescMit ml rnhufm ami speeitic’ duties iiiiil tariff valuatituis KVslcun of 

sfiec'ifie diitii^s and tariff vjdnali*»ns might he «‘Xleiided euntioiisly whenever 
examination hv the ‘I'.iriff Hoard shews that this is likely to he in the genernl 
interest." It was ptunled out liy the C'oininission. and tla^ (Vunmitlee of 
the (diamhcT iigrc‘<\ that tlie sxstein of Uiriff vufuations works suiisfac torily. 
They do not think tiuit importer's geutwally take any exc’efition to it. Im- 
porters are consulted annually lad'ore the valtialion.s are fixed, and they are 
given an opportunity of exjdaining to tin* (iovernment what thedr views 
xi 3 to thc> vuluatiouH are. As tlie Kmeal (5>iritiiissioii ohservc*d, the ease of 
sugar is one c»f spc*eial interest, d'he valuations in the ea.sc* of this eoinmodity 
are based on the jiM iage vahn/s for the twehe months f>reef*ding ; and the 
system lias nndouhtedly w(>rkc*d sjiiisf aetorily for a number of years. It i« 
n<iw to f>e supersi'ded. fnit for oilier reasons, liy a spofdfic* duty. As regartla 
iiti rnhutm dutje^, the difficulty <»f fixing tin* value is of course coiistderahh*, 
av e.\|>eri*uicc ol sec lion ,’U> of this Sea (‘ustoins Act shows cdearly, StMV’ific 
duties wouhi necessitate a more chihorale tariff. sc*cing that they are levied 
on weight or nn asurc* irr<*spec t i ve of value or cjuality. Hut the (VuninittcH^ 
of the (doimher con?od«'r that a more elahorule tariff would he in tnuny wuiya 
advantageous, as tho\ recognise tinit the existing imlijin tariff was framed 
on the liasis of low import duties, and that it is not well adaptcKj to the 
high rales that are now in force. 

On tlie .suhjc*ci gcuerHlly, the views of tiu* Ounirii ttee are fairly exjireHsed 
in |>iiragra jdis 2hf> to 27h of tlie Fiscal Oinimissioii’s rejiort. They find it 
tiifficult to make any HiiggestioiiK as regards appraisement, except that they 
understand there is a feeling at present among importers that the Custonis 
itaif of appraisers at most of the ports needs to lie strengthened. This is of 
course to Im» expected in view* of the higher rates of duties wTiich are now 
in force. 

Q. J05. — The Committe«> (consider that no further taxation should Im im- 
posed on the development of, or trade in, minerals, or the posac^ion of 
mines. 

Q. 7/9, — The Committee would he entirely opposed to any of these 
suggested taxes. The country has become accustomed to existing forms of 
taxation, and in the present state of affairs it would he, in the opinion of 
the Committee^ a mistake to distorh current arrangements and to create 
further uncertainties as regards future developments in taxation. 
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Sir Alsxander Murray and Mr. Kennetli Campbell gave oral 
evidence as follows 

/>r. Varanjpye. Q . — In the case of commercial or senii'Coimuercial under- 
takings^ you appear to think that Gorernment should not engage in traded 

A. — We commercial people would say ‘‘no.’’ 

Q . — Does your objiHrtion appl^ even to the undertakings in which private 
companies must have a inouopolyf such as tramways, lighting, etc.? 

A . — We do not think that Government should be ruled out from €»inbarking 
on HUC'li undertakings. 

Q. — Ele<‘tricity, tramways and lighting, thc»se are the kind of services 
I am thinking of. 

A , — We do not sch‘ any ohje<*Hon in Government or a Municipality doing 
this. 

Q , — Your objoctioii does not apply to inonc»poIistic undertakings.' 

A . — Arc such undertakings ruH^-essarily n inoruipolyr 

Q. — Yes, you cannot have two companies to supply electric light. 

A, — Well, thore is competition for exam{ile between the trani\viiy> and the 
hiises in Calcutta, ti was private enterprise that started the tramways and 
it was |*rivaU' enterprise that .started the buses also. 

Q . — It may cKoasionaUv hji|»pcn that a i>rivatp conveyance company might 
make the tramway coiti|»any ncm-paying. 

A. —You (’aiimd avoid it, the people would always jircfer tin* cVieapest 
torm of transport. We d<»n’t think you can stop such enterprises. There 
may he another private company which will come in and start another kind of 
conveyani‘«\ 

Q , — It rtMpiires a g<wd deal of capital, capital is not so mobile in India. 

A . — We don’t think .so. We think capital has always been fonlicvuuing 
when there is good business to develop. 

— Don’t you think that n well-established firm can always kill a com- 
paratively weaker linn’? 

A . — We «lo not think so. 

Sir Vricy Th (fmpsoti, (f, — I.s not the difference between the tramways and 
the buses like this, that the former is a natural monopoly and the latter is iiotF 

A , — That is right. 

Ih'. l*nntnjpfjt . Q . — It may he even necessary. tor the municipality to stop 
the tramway company? 

.4. — We would not objtHt to it, lK‘cause we are ahvays out for the cheapest 
form of triiiisport. 

(Cheapest in the long run? 

A, — Certainly. 

The rresiAent. Q , — With regard to the entertainments tax, you sny, it 
catist^ an uiuU^irably heavy burden on the proprietors. Can you give evidence 
of that Y 

*4.— We can speak only of Calcutta where we hare experience and we 
think for the most part the proprietors of the companies are paying the tax 
theius^dves. The rates have not been in many cases iiicreaseti to include the 
entertainments tax with the result that the proprietors have to bear the tax. 
They are fared w*ith tw’o alternative,s, either to add the tax to the price of 
admission and diminish the attendance or to leave the attendance unchanged 
by leaving the rates ns they are and paying the entertainments tax themselves. 
The object of the tax was perhaps to tax the person who frequents the theatres, 
but in Bengal it is found that it has not affected the person who fr^uents the 
theatres, but the proprietors of the theatres. 
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Q. — Do you think miy bar© gone into liquidation P 

.4. — We understand both the Bandman Compniiy and Mndan Company 
have done very badly sinee the tax waa impaaed. It may he due in part to 
the eniertainments tax though we cannot put it down to thia reason for cer- 
tain. It may be also due to the after effcs'ts of the war. During the war 
people had more money to s]»end on ihest* luxuries. 

Thr Maharajailhimia Bahtuiur of Burdtmn, Q , — There in no doubt that thia 
tax has hit them. 

.1. — Absolutely. It is an undoubted fact that it has hit them very hard. 
The tax was originally intended to fall upon the people who were leading a 
luxurious life, hut now it is otlierwise. 

Q . — I wonder if you can give some ligures for this. 

.4. — We think wv could get out tigur<*8 in Cnicuttn tr» show how these com- 
panies were faring before the entertaiimients lax and luaktttg profits and 
how ilicy are now making losses. 

Ih. /Vima/|)»/c. Q . — They were making exorbitant probta before** 

1.— We are talkijig of making profits as well as losses. Ni»w they nr«i 
making very great los^ncs. It is impossible to draw the line Iwtwecii the effcs'ti* 
of the entertainments tax on the profits of them* com(uinies and the after 
effects of the war. It may he also due to the general d<H'liue of the |>roKperiiy 
of trade. 

Thr Mnhdmiinih imio Ihihutltn of Hnithran . Q. If XiUi could g«‘t Uh the 

tigiiivs, it will he \ cry In lplul. If it <*aiiie from your ( jiiimlH*r, it would lie 
very helpful to iis. 

.1," -Wi' think might be able to give you the figures for the Turf Club 
it \ ou want them. 'Diat ih one ol the tax|#a\crs, thrmgh they du not pay 
very immh in the shape of ♦uit<'rtainmcuts tax, mostly they jiay betting and 
Totalizator taxes. Anylmw we <an gel you the f»gur«*s. |<ut with regard to 
ihf otlier figures, we cfin write to those eomiuinies, ]»utf ing forward our view, 
and we hope they will he able to supply figures. 

1h\ l*(nou iio/r. Q . — Wbat has btMUi the effect of this lasting tax? 

.1. — All the ptHiple who pay this tax say tliat it has hit lljem vtoy hiidly, 
lK*eauze they' have got to pay the tux of 4 pt-r cent on all the w innings. Heforo 
tin* tax was impfised a Tuan rnigbi w.iii and los<* Hs. luit would be all 

Mpiare in the end. Now on the saiin* figures he will be down Its. 2**0 whicdi ho 
has to pay on the lls. o.fMKi uhnh he wins. If is lieeofjjing gradually a drain 
on their betting c apital. 

Sir rrrrii Thompson. Q . — The suggehtion in England was to make the tax 
20 per wnt. 

4 — w> think peojde in Kngbiiid Iwt in very small stittiN. In Cnh uttn the 
atlendaiKe in the first enrlosure is thnn* or tour thousand people and if you 
divide the total amount < ollec ted over tour thousaud, we think the itiei<leri<X 9 
would he C'Xtraordinarily high. We think there is another tax in Austraha, a 
tax of so irnieh jier ticket. We think it works niueh than this. Hut it 

'nay not yield so mu(h in India, 

Th r Prt^ ^uh nf , ^>. — Would the Turf (Muh he disposed to give us fheir e<un- 

inents on the w'orking of this tax? 

4 — We think we could give >ou their eonimcnts as far as the entran<xs iot 
tax, betting tax and the totalisator tax are coiietwned. 

Dr. Vamnjfofe • Q . — You say in your wntten statement that in the o|>itiion 
of the committee, taxation should Iw* a condition preeedcjit to rc^prchentation. 
Do you mean hy that dircet taxxuion? 

A . — You ask in your questionnaire whether taxation in a proper accom- 
paniment of repr<;^nlalion and should every menilx?r of the coniinurut.v pay 
a tax of some sort. W© say, “ yi^.’’ to that question. We would even go to 
the length of saving ‘‘yes ’ to yo»tr question tmw' regarding direct taxaiiou. 

Q , — In that way if poor people pay only indirect taxation, you would not 
give them a vote? 
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A , — Tf a man wer^ to pay direct taxes^ he would have something tangible' 
to go on, and he would l>e inclined to look to his representatives in the Couii> 
cil in a way that he does not do in the case of indirect taxation. 

Q. — In England where practically there is manhood suffrage, a large 
number of peoxde do not pay any direct taxes. 

A , — We think there is a very great difference bc‘tween England and India 
in this resfiect. In England almost every I kkIv is e<iucated and cun read the 
nowspa|>ers and iindc^rstand iiroldems in a way the masses in India cannot 
undc^rstand them. Persofially we should say that until such time as j>€*ople 
are able to understand the btuiefits of rej»resentaiioii, direct taxation should 
be ft condition j>rwedent to representation. 

Q . — What will In? the effect on the local bmlies whose tendency is to have 
indirect taxation, at least it is their mainstay ':' 

A , — We do not think that anybody should vote in a municipality, of 
W'hich w'e have <^itisiderahle experience, unless he has some sort of direct taxa- 
tion to his credit. At least nohotl^* should have a vote unless he pays rates in 
the sha{)e of direct taxation. 

Q. — Ac<*ording to your suggestion there will he very few voters and their 
representatives will pra<’ti<'ally shift the burden <il taxiili<»n o!i to the pisir 
fieoplo hy tnoans of indirect taxation. 

A . — We do not ngrcs* with that. We .say in the inuniri|>alitif^ nt>hod 5 ' 
should have a voU*,^inless he pay.s something in the way of direct taxation. 

Q , — Have you got octroi in Bengal P 

.4,— No. 

— You w'ould not encourage indirect taxation 

.4.” -No, except perhaps the terminal tax on the lines indicated in our 
statement. 

Q . — We saw in many other parts of India that there tvas great object ion 
to direct taxatifui in imniicipiilil les. and relianre was placed only upon octroi 
or terminal tuxes which are indirect. 

i4. — Bengal is more advanced than the oth<‘r j»roviMces yon speak of. 

Q . — 1 only wanted to sliow that if vote's are given only to those peoplw 
who pay dirett taxation, the fuiinher of vot^us would he very small and the 
tentlfuiey of those vtiters and their representatives vvf>uld Ih‘ to lay emphasis on 
indirect taxation. 

.4. — We are very strongly t»f the opinion tiiat the only way you would 
lie able to bring home to tlu* people in India the benefits of having rej>re.sen- 
tatives in the hwal bodies is hy inean.s of direct taxation. 

Thr Tlon'hli’ iSardur J(nfvmlrn Simjh. Q . — Would you favour adult 
sttffragt^ without any 4|ualificat ion of d!i<*rt tax? 

.4. — We are entirely against adult .suffrngt?. 

Q. — Bocausf^ the right siauip of men may not l)e able to get into the 
Councils P 

4 , — Yes, it is there that the difference between Western C^untriea and 
India comt^ in. 

Sir Ptrex! Thompson , Q , — In aiisw’er to question No. 33, you say, that it 
would ^ uiiwist^ and undesirable to increase the rates of income-tax. What 
is your objection P 

4. — We ftnd so. Take the incomestax. previous to the war, it amounted to 
something like 2 or 3 crores but now it has been pushed up to 20 crores or 
so. 

— Supposing more money had to be raised, would you say that it 
ithould not come out of inixime-tax but should be raised by some other tax? 

A. — We feel about the iiicoitte-tax that it ought to be reserved against 
siiecnal eventualities just as in the case of the last war. It should he always 
kept in reserve for such extraordinary occasions when it can be tapped very 
easily. As soon as that is over, the high rates should again drop down. Then 
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if there is another irar on the fttmiier or anywhere el«e, income-tax can bo 
tapiHHl at once and will help to supply ready money, 

<i>. — If you lower the iiicoiue-tnx, you would have to tax soiiiethiiig elae 
more heavily*^ 

.4. — The revenue in India is pt^ndiar, it depends on many more thiiigK like 
inonstxui. etc. The expendilure also de]Huifls on inariy things stndi a» the 
tri>uble!s f»n rhe front !<‘r. We coiiMeler that im'*inie-f ii\ is a particularly suit- 
able tax to have as a stand-hy and it should droj* when ordtmiry circuinstaiux^* 
prevail and rise when there are t'xtraordinary cireutnstances like war. 

— Praetirally it »> the only tax which is graduated wjth regard to wealth, 

.1. - That is •'•o. 

Q . — If you bring it <ho\ n to a low rate, your graduation is nior<» or less 
gone. 

,1. “The tax bclore the war was .*» pies in the rupee, it has now beiut 
puslusi up to I anna ti and tin* super tax has been pushed tip to (> lUtiinH 

xvhieh is relatively liigher than the top rate in Great Ilritain. 

Q , — There are various la vers of iiieoine rt>und about Hs. 4,(KK>, r>,(HX1 and 
a year which are taxed very iiitich lower thnii in tUher f<»uiitries. 

.1. — That is only natural. We do not think that our taxes are on a basis 
which are coinparahh' with those in Kngland Our point, when we suit! that 
taxes w«*re higli, was that ihev wer«‘ relat»\ el\ higher than I lie ratiss in pro- 
war days and whih* we >ubin?tttMl to them on an/ount i# the exigeiiries of 
war, we now tlunk iliat an ellort should he nuule to reiluee taxation. 

Iir\ i*ti7iniifryr , (,i.“ H ycui ;ire going to give Up a portion of your ineonio 

from iiKiJine-tax and if the only alternative was to raise the »ttll tux to that 
extent, which would y<Mi prefer? 

.4. — It dejiends on the existing levels of the suit tax and income-tax. 
What w’c mean is that the salt tax at Its. 1-4 i.s a more reasonable tax than the 
existing graduated rates of income-tax. 

Q . — You propose that the rates of income-tax should be lowered and eonse, 
quently you pro|iose to give up u (*ertain amount of income now derived 
from income-tax. How would you maki' this upr 

.4. — It is not netessary to make it up by inertutsing flu* salt tax. In tbo 
past year or two expenditure bas dropped iiiaterially. On the other hand, the 
cotton mills are doing faeilv. the jute niillH are working only 4 days in the 
wet'k ami Iratle generally is not normal at the present tmunent. We ho|»o 
that the expansion that will take pbict* in trade will make up for any rediio 
tion in income-tax. We only say that if there is to a lowering of taxation, 
the imoMie-tax payer ought to lie takfui into account. 

Sir jKon . -I ant afraid I do not understand your atmwer 

to ijuestion No. MT. The wholes of the income-tax sysUmi in India in dinK^t/od 
to the taxation of individnai.s. If you tax a f'omiiany*, you are really taxing 
the I mil vicinal shareholder through the com puny. 

A. — That is not what has fK.^*n decidi*<J in Bombay. In Botnbay they 
<le<'ided that it is the company its<df that is taxed and not th#» individual 
shareholder. 

Q. — It is the conif>aiiv itself that is b4*ing taxed, but that is a mere matter 
of machinery. What you are really getting at is the income of the various 
individuals who com posts the company. You have an income-tax, a sui>er-ias 
and on the toi» of that a super- tax on the profits of incur pore ted <;omp]ir)m, 
and the justi heat ion for this last tax is that the privilc^ge of incorpuratiot 
givea a eoiiipany advantages in the matter of corporate hnaiK’e. 

.4 . — So It wax at Home. 

— 1 suggt^st that the Indian »u|>er-tax on coinpaiues is entirely analogous 
to the English Corjioration Tux. 

A. — No; they are not comparable, fK?caiise the allowarieeii that tvere given 
in connection with Corporation Tax at Home are not the aame aa are given 
in connection with super-tax on companies here. The only coinpariaoa 
between them is that both are on ctmpanies. 



Q , — The tax in England was 5 f>er c?ent on the profits of companies. 

.4. — ^Yc?s, but there you gave an allowance of £*5<X^ only before you began 
to tux ; here we allow Us. 5<).*KK). There is in other respe< tvS also no compari- 
son Ik* tween the two, 

<). — In general structure the two are the* same; hrondly s|>eaking. it is a 
tax on profits. 

.1. -The difference is very materia): in our opinion the only analogy 
lM3t\vei*n tliem is that both are on €,*13111 panics. 

— On what ground do you object to the Indian super-tax on companies? 
Is it not a fac*t that the coiirpany gets advantages in t)ie niattei of corporate 
finance ? 

A . — No more advantages than they get in any other country. 

Q . — Hut do they gel any advantages r 

4 — Yes; ive |)ersonal!y think that l)u*y liave aflvaiitages and that every- 
thing should h<* ilonc to enrourage tluun in or<ler to attract capital into 
business i»n<l that notliit^g should he dmu* that would stand in. the way of 
eotnpanies hiung formed, so that the industries of the eountry may be developed, 

(J . — Do you think a company has an advantage over a private firm}" 

A, It has the adviintage of limited liability. 

Q.—Fvuin the public point of view? 

4 , — Somebody nfay colh'ct a numhei ol pt^ople to lx formed into a company 
to embark on some enterprise, where no single imli\ itiual may he able to do 
it. 

(J. Su|>urdax is not paid on the n serve ol a tompan.v . whereas it is paid 
on the |>arts of the profits of a firm or individual whieli are put to reserve; 
is not that an advaiitage whicli a company gets? 

A. That is so, hut a company |»avs income-tax and its own su|>er-tax on 

all its profits the same as a private individual. We agre^e however that some- 
thing ought to be done about one man conipanies. 

])r. — Would you he satisfied if the income-tax on eoinpanies 

were* levic'd on all profits over a certain percentage of iiuoine made by the 
companies ? 

4 — We will reidy to that, if we may, with eertaiii figures. Tlie ordinary 
paul-u|> capital of the jute mills in ihngal on which dividends are declared 
IS about Id (’Tores ot ru|aH's. The funds in the husiness, including reserves 
and iindistrihutecl profiic>, amount to about oil erores c>t rupiH's. Therelore we 
\vovild strongljt ohjtH't to the rate of dividend dei hired on the ordinary capital 
being taken as a basis for taxation. 

(,>. — You say the interc‘st should be on 5i» ithts Id, or 09 erores of rupet^s? 

,4, — The 50 includes the Id. 

— What the c'ompanies ought to have done is to have distributed the 
surplus money to tiu' shareholders long ago. 

4. — That is what other companies have done, thereby contributing to their 
financial difficulties in times of dull trade. 

Sir Vemj T/e>m;>,'*on. Q . — What do you mean by saving that the committee 
of the Chamber w'ould not favour the withdraw al of the exemption of iiieomee 
derived from agriculture? 

4. — It has always been the policy of the Bengal Chamber of Commerce to 
aci^pt the permanent settlement of Bengal and they therefore would not 
advocate anything in the nature of a tax on income being superimposed on 
this permanent settlement. 

O. — Do you think it would be a breach of the permanent settlement to 
apply n general tax? 

,4. — ^That has lieen the policy of the Chamber, They recognize that the 
hands of Government, so far as the settlement of land revenue in Bengal 
is coiu'erued, are tied by the arts of their predecessors. 

Q . — In ISfiO they were subject to the tax. 



.4. — Gorerriiiiont mhmi l<.K»k that tax off. 

if. T do not know whether tho iniimsition of loral was ro^tudod (\3 

0 ^ort of bargain in considoratioTi of fttong fn'<' from incomo'tax. 

/I. would not liavo any ol»jo("tio!i to a hwal row. Wo <Minsiih'r thnx 

all lands in Hcngal^ wh»*thor j»ortnanontly s.ottUM>! or not, should Vw' lialdo ti> 
local taxatioti in the shavK* of a for the niakitig or iin|>rovt»nu»nt of road(* 
or ft>r sanitation or drainaj^c or t‘du<'atii>n or ais\ |on»0y lo» al {»urpoM* 

(f . — \<>u do not withdrawal of the cxoinpticu^ ot agrirultural ituouio 

for aT)y other reason such its that it is not \v<»rvh < olUn t itig ^ 

/l,~No. 

our reply to tpiesiion \o. 4ry Assuming you t an gel tln^ ser\ it es of 
noft-odit'ial ( oninus.->i(Uuus in plaoes like ('tilt'utta , Slatli'iis and lloinhny. uotild 
it not i)e iinpossthle to get tlu' type ot persotis retininMl tiver the greater tniri 
of India r 

I We ar*' inehned to agr**e, There wonid hv‘ ilifl'u uhies to'eti in 1 aleutta 
ami it is « it)j l onoder.dde diHideurt* that the •Hnggf‘>i ifoj is pnl iornard. 

Q. How \vt>uiti you svt alMUif it in (’aleutta. ** Oo you tiiink a eepis^seii* 
tati\e hoily oi liUsiuf-." tju'U ion Id h»* o,)i toe*’>her to iot jn an nnp;ud eapaeit\' 
as a ti'ihunai agaiU’Nt tin- det jsioijs^ot tin* lin oeie ta\ ottii ei ' 

,1. Ton liav<‘ largely the same type ot men iii (’i^eutta ns you hiu't» at 
Home. 

ff^' Ho you think a snllii iont numher tamhl he touiul who wotild h«» willing 
to do the work:' 

•H We are only evpii-ssing an opinion ; we think n suflii knit imihh«n (ouhl 
be lound in (’ah ulta. 

Ih. I*n t ft a t p^/f\ I>on‘i yon thiid-i that the pe»»ple that would generally 

be taken as ( 'ommissioners would In* from tlu* \ in \ top am! they would pro- 
bably not hr* s<» familiar with the einniinstanees ot tin* |H*ople of low<*r ineoinesy 

T,' That Is an olijniiou. 

(ih—Sui'h C'oinmiv loners might he able to give n fair opinion on tfie profits 
ohtaiin*<! hy htg eompaiiirs. hut not ot Muall tradm- whoso imome js, sav 
Ks. 10. IKK). 

;l . — W».‘ fu-eept that. 

Sir Vrrrx, Thompion. How v^ould the tax-payers generally like infor* 

iiiaijoii as to their imiuaes heing dro loa*d evr ii to this i* present at ivi- hody 
o! C’omuiissioiiers ' 

*1- S|>eaking generally, they would not like it. 

Tdie only result wouhl he they would not at»peal. 

.4. — Keen that would sr-rve a |iiirpoM‘. 

l)**n t \ ou think it possihh* to hai'e thi- svsti u» of untuiid f 'i>mmis' 

sionerx in some of the lugger towns!" 

A.' “\\«* adviK’ate that. Ue r»*< omiuetided this profuv-a) to the He/e^al 
Provineial Taxation Commiite«* in H»21, but thiH in largelv a matter 
individna) opinion. 

— Can you say w hat objeetion is taken to it 

A . — We do not think tlu* oftirnah themM»iv<*s are parlirulnrly keen about 
it . 

<f>.— It IS ^airl that Unirer M?< tirities afford far for the evasion of in- 

come-tax. The trr>ufdt* aris^'s in the ea.se of foreign seniritie**. 

.4. — We never pay irithout deducting inrxiine-tax. 

Q , — It i« not the case with Chine?*#* loans held in India. 

A.— We think there are more Hos&ian bonds than Chinei^e boiida in India 
at the present moment. 

Q. — Take, for iiistance. British W*ar Loans. 
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/I, — Wc do not think in this cas#* muoh inroino in brought into this 
•country ; we do not pay unless the iiiecinu? is attiially brought into this 
country. 

Q — We have been told that there is a good di-al of evasion. 

A . — If it is on foreign se/*uriiit*s, we rannot deal with it. Ueiirer swvirities 
in this country shoulcl not escaiu? taxation; if tliey do. there i.s .something 
wrong with the hyKteiu. 

Q .' — A suggestion which has been made to u> is tr> take it by means of 
n stainji on the eoujaui. 

4 — III actual jiractice we have not with cases where they have e.scaped 
taxation; we do think that cm int«*rest aecTuiug here on bearer bonds a tax 
ought to be paid in this country. 

Q . — Tliere i« grc*ai trouble in getting inte^e‘^^ on bearer bonds. 

A . — We do not think it ari^e^ in this coutiiry. 

Q — Probablj^ tlnov are not very many toreign ser urilit‘s lu^ld in this 
cotnitrv. 

A . -\o. 

(^K Do you think the sc-herne for avoiding double taxation is working all 

Tight ? 

.4. — I’p-to-date it lias \vorke<! all right .% 

(>. — You make a sAgge.stion that losses should be carried forward. 

A.- Yes. W«' have tried all the way.s ; ue tried the ideal l»asis for incfime 

tax assessment, li.:., the profits of the yc'ar for wliirb the assessment is nia<b% 
and it was stopiMnl because in aetuul practice it was found to be inconvenient. 

Q . — Even that wonUl not help you in carrying forward los.ses. 

.1 We feel strongly on this (piestion of losses; we ftvl we ought to carry 

forward the losse.s ; it is like the tux on the totalisator. 

Q , — Hoiv many years do you want to carry forward tin* losses f<)rr' 

.1,’* Say two year.s aftcu* tlie yc'ar of K»s.s. 

In a fluctuating business, if you tax on a one year basis, you might j>ay 

a very much higher total iiiconiedax than if you tax on a\’eragi*s. 

,1.--Ye.s, 

— Ah xi matter of fact the* Hoyal Comniis.sion in England recommended 
the previous year basis; but 1 rather think that opinion has now oliaiiged 
round. 

.1." 'riiey said that the ideal basis Wii.s tt» take the profits of the year for 
whic'h the as.se.ssment is made. 

y.- Mow can you work itY 

l.--\Ve were working it. In Calcutta wliere we keep proper atx'ounis it 
worked very well ; the trouble wa.s up-country. 

(j). — The trouble is that cver^’ acx'ounl ha.s to be re-opened and it means a 
double amount of work. 

*4. — That is so. We are quite satisfied now. We do not want to change 
the income-tax system every year. 

Q, — Y*ou are quite satisfitnl with the jirevious year basis? 

A . — If you would allow us to carry forward the losses with a time limit 
to be fixed. 

(^. -“Supposing a man had itvo bnsi nesses, he would be entitled to write-off 
the losses in one against the profits in the other. 

A.— Yes. 

The President, Q, — You have not given any answer to question No, 91 
regarding evasion of duty on share transfers. It is a point which affects 
Calcutta more than any other place. 

A, — ^It is not evaded on share transfers actually registered in Caleuttay 
but many are not registered. 

Sir Percy Thompson, Q, — ^What happens in the case of a blank transfer? 
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-4, — The shares pass through many hands. Wo sell the shares to you, yoir 
sell to another srithoiit htUng iu any name in the transfer fortri, he does 
similarly and so on. until it passi^s through may be ten or more hands. When 
it conies to dividend time, the then holder of the transfer may register it and 
one stamp duly only is paid. 

Q. — Hoes not the same thing hapj>en in England on the stock exchangi^? 

A , — In effciH it; is the same thing. t'xiH'pt that you have a settlement 
fortnightly, whereas you may have a registration here. say. once in six months. 

/>r. Q. — The* same thing hap|»«*ns often in tlm case of sales 

of house property. 

.4,— That is exreptional and <itfinot he compared with the |»nutice obtain- 
ing in shart\s. 

Thr fit , Is there any remedy for this evasi(»ti in the <‘ase of 

shares, short of making it coinjiulKory to pay the divitleinl to the registered 
shareholder;- 

A,- We do not kn»»\v of any. This t|uestion has repea tinlly Imhui discussed* 
by the C’hainher and they have never Immoi aide to suggest a real solntiun. 

— l.s It f OinpnUr»ry for you to pay ? 

J.— Several companies have definitely said that dividends would only 
he to n‘gi>t*Tcd sharehf»Uh*rs. Hut a luink or some one id slanditig 

may hold different lertifu ati’s under blank transh'rs and say “ we hold the 
shanss belonging to so and so. or rcgi^^fereil in the naim» id' so and so; please 
fwmd ti.s the dividioid warrants ’’ and they undiTtake to ki'Cp you fr<H* from 
any claims and yon hand the dividend wiirranls over to them. 

W onld there hi' any ohji;*<*tion on the part of the Managing Agents of 
the (’oiiipany to legislation to this effect being eiinctinly 

.1. We <hi not think there v%onld he any great objection to legislation 

hidng ena< ted to the etfei t that tlie dividend on shares should only be paid 
to tlie registered shareliohler . In a ruse like that, we |>nt into the Host (iffii'O 
warrants for diviilemls ui rt*gisUTeil eoxers addrenmnl to the last regiKt-ered 
shartdiolder.s. Thi*n soinehody may come in and say “ I am holding tlumo 
share.s ” ; you tell him that he has not registered ; then he regisUu's prohalily 
or if a bank wouhl a rite and say that they hohl themselves r<*spon.sib)e, timy 
may get the warrant from lh(‘ man last ri’gistered who is in the pr).Kition of a* 
tru.stee. If the ultiniati’ holder wants him to pass it on. he cannot kiH*p it. 
8o if a law is enai ted to llu* etfei t that dividenris winild he jiayahh* t4> tlin* 
regiwteriHl holder, it will only he conhriinng what now is the general praetieo 
with many f cunpanies. 

(,).~-lt would < todirm the six-monthly pra« tite. 

.'I, — Not entirely nce*.»8#iari)y , hut we would send iht' dividend warrant to* 
the register*Ml shareholder and he, being a tnisliH*. is hound to pass it on. 

Sir Vt^rrif Thfnni*so7i . Q . — Wrnild not the man vho has got thesr* transfers 
and does not register them he afraid that the regi.stetefl holder would heroine 
bankrupt 'f 

A . — He is holding the transfer and the eertifnate itself ami nothing cruii 
b<» done to transfer to anyhcxly eW», 

Q . — Is thr'-re no reason wliy the r<.‘gist4*re<l holder will suspend 11 ;- 

.4. — NohcHiy has done it to my knowledge. Very often n regisU^riHi holder 
will not bother himself to d<i anything and the warrant gets lost, in which 
event he and the ultimate holdt^r go to the <Tnnpitny and say ** we have \mt 
the dividend warrant, pleoM^ issue a diipiiraie.’^ After due adveriiiiettieilC 
in the new'spa|>ers and noti(s- to the previous sharehohier, the company than 
proceed* to issue a duplicate. 

Thf Q . — Is not the-re aljwi a cf^rtain amount of evnaion in the 

Btainps being Uiiied twi<‘e over? 

4 — We have never come aermn it in actual practic^e. It maj' be the caae, 

Q . — With regard to tninerak, we want to remove the nnomaliea in the 
tiyntem of taxation and put it on profw?r linen. The suggeatioti in that you 
should have three* kimK of taxen. One would be a uni^m tax on raisinga 
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or ; iiiioth€»i’ wouUl bo a special tax oa the royalty of the aamindar; 

and the third would be a hpec'ibc tax on the income of the cotnf»anies. 

.4. — *rhe first is a natural tax. already levitnl : the sc*c*oiid is a Tiew thing; 
in the third case, we are not prepared to agn-e that any farther tax should 
he put on except income-tax. 

Is it not an unearned increment? 

4. — It is a W’luiting asset all the same. We think that royalties and income 
ought to be assessed to income-tax. We are not in favour of any other form 
of tax being put on them. 

T/tr Maharujndhiraja JMuidur of Jinrdmin. Q , — Regarding the royalty, 
there have been adverse judgments. It is said that the Government have no 
right to it under the terms of tlu* permanent settlement. Therefore, that 
Cfuestion is not so easy to answer as the C|uestion of charging income-tax on 
the companies. 

4. — We would Ik* in favour of loitting an income-tax on royalties earned by 
the proprietors just as you make the profits of the t-oinpany working the mine 
pay jncoMie-tax and super-tax. And we would be in favour of the cess being 
onlciilated on the basis of the raisings or despatches. Bui we do mit think that 
any additional tax ought to he [>laced on <*ither royalties or profits. IxH-aiiso 
one is the jirofit of the proprietor and the otht‘r is the profit of the worker 
of the mine. 

.T/»e Prr.sidrnf . Q, — Both profits have the element of windfall. 

.1. — That limy he \he case with regar*! to tlie original |>roprietor of the 
mine. But subseejuent purchasers have jniid hard cash for it, As regards the 
workcu’ of the mine it is not a uimlfall because* he has got to pay royalty rind 
all expenstvs of working and we do not see how the worker of a mine is diffeient 
from the owner of a mill. 

f,>. “If you impose a flat rate*, you would he penalising a small c-ornpany 
working the worst coal. 

.1. — That is true. 

(J. “That is why the profits should he (axed. 

.1. — ProfiUs do not necessarily accrue to the* man witli the ht»st coal but to 
the man who works the mine best. We have not really considei*^ the Cjuestion. 

— You lia\o nothing to say with regard to ciuestion No. 147. 

.1. ‘Tile small cominittee of the Chamber wlio discussed this matter did 
consider ctuestion No. 1 17. Their feeling was that unless they had something 
substantial before them, something tangible, they did not feci competent to 
express an opinion. Because while the questioM^ put in front of them were 
questions sni table for discussion theoretically, they were not able to deal with 
them irom a practical point of view. 

— Could you not arrive at n practical point of view by applying those 
inetlnHls to the different taxes? 

A . — But you wotdd have to take into account what the actual revenue is 
from the different kinds of taxes, in order to sec* what the ultimate r€N>ult would 
be. Theoretically, you could answer the question ; but practically, unless you 
know what woulci he the result of flu'se measures, you cannot arrive at any con- 
clusions. For iustaufo, take the question of import and export duties. It 
would Ir' held that import duty should go to the Central Government. But 
take the export dutias. You could almost earmark w’here the particular 
articles come from. For in.stance. jute comes from Bengal ; tea from Assam, 
Bengal or Madras; so that you might say that a particular province might 

t et the benefit from particular articles. And we prefer to see the actual 
gures before we say anything on it. We think that unless we have a purview 
of the whole thing in front of us it is very difficult to express an opinion 
regarding particular duties. 

Q , — I am afraid we w'ould be travoUiug beyond the terms of reference if 
we attempted that. We are a.sked to decide the question, for instance, 
whether it would be right to allocate the proceeds of an export doty to a pro- 
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rince which has a monopoly of the produce and leare it for ^e Ctorenunant of 
India thereafter to look at the figures and decide the question. 

A , — ^We state the point of view discussed in our Committi^ and these are 
the views we held ; and we feel that we would not be justified in going beyond 
that. 

Q . — Would you not like to discuss the principles? 

.4. — No, Sir; because tbey are ve^ difficult to apply in practice. These 
are the theories laid down by economists in Western Countries. The eircum^ 
stances in India are different so far as th^ things are concerned. It is a 
country by itself. In the lleforms report it was sngg«M»UHl that the Govern- 
ment of India should come first and get their taxation and the balance should 
bo sot aside for provincial purposes. Now taking the Oovernnient of India, 
successive Finance Members haire said that the budget is a gamble in rain and 
m frontier iroubles and so on. One year w^e may have good trade and another 
year we may hove bad trade. Income-tax and customs duties are things^ for 
instanc'e. that ought to be kept in the hands of the Central Government in 
order that they may rise or fall according to the several demands put on them 
as a result of untoward circunistaneeis happening in the wuntry. On the 
other hand, taking the provinces, the programme of the provinces is more 
or less a settled one. There is no war and famines are insured agai^t. You 
know what is in front of you. There is a limited liability under ordinary cir- 
oximstanoes. Therefore, the taxes that should go to the provinces, it seems 
to us, ought to be earmarked and should not be those which rise and fall. 

p. — One of your principles would be that the Central Go%"ernment must 
take the more elastic taxes? 

.4. — Yes. 

p. — Would one of your principles be that whatever taxes are imposed for 
Imperial purposes, they must be impose<l at the same rates over the whole 
country ? 

A. — Y'es; because it would not be fair to put a higher rate in on© province 
and a lower rate in another province. 

Sir Percy Thompson. Q. — IVith regard to income-tax you get complainta 
from a province like Bombay that it is getting no share in the increaseci trade 
activities of the province. The same may be the case in Bengal. Is not there 
substance in that? 

.4. — Y'ee ; there is a good deal of substance and we sympathise with Bengal 
and Bombay. 

p. — Should not the incomevtax, although centrally administered, be shared 
by ths provinces? 

A , — It was shared under the process of divided heads. We feel that it is a 
tax which should not be applied for ordinary nation building purposes but 
retained as a rising or falling reservoir against untoward ciremnstanoes. If 
you earmark a particular proportion for a particular province and that pro- 
vince proceeds to expend it in sanitation, education and things of that sort and 
the income suddenly falls away or is required for a war, what is the province to 
do? 

Q . — That is true ; in England the income-tax was imposed for the purposes 
that you mention. But I think in most of the coiintrif^s of the world income- 
tax is now really by force of necessitv becoming the main enghie of taxatioii 
and will have to remain so for an indefinite time. It is so not only ^re hut 
in America, France, etc. 

A . — But the complications are not the same at Home as you have here. At 
Home you have the Imperial Government and the local bodies ; but here you 
have the Imperial Government, the Provincial Ooremments and the local 
bodies. 

Q . — ^You say that income-tax ought to he reduced to the minimum mkm 
there is no war. I think in some of the countries it has been recognised tibat 
it la the main means of raising the income at the Oovemmeol* 

1C 
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^ A . — But it i» one which rites or falls with untoward cireumstanoea, 
IV'hcreas in the prorincet where they hare their iiabtlitiet before them, they 
ought to have a more or less steadily expanding income to meet the liabilities ; 
and not an income like the income-tax going up or down — going up with a 
war and coming down with a surplus budget. 

Q . — Buppose you gave a share to the provinces; it w'ould be still open to 
the Central Ooverninent to increase the rate without increasing the proportion 
which goes to the provinces. It may be steady for the provinces and a vary 
ing rate for the Central Ooverninent. 

A * — We have not contemplated that. We have not gone deeply into the 
question. 

The Preiident. Q. — There is the Australian method of giving the income- 
tax on the sinallcir incomes to the State}>. 

A. — We do not agree with that. If this subject had been dificiu^sed fully in 
our Committee, wo might have been free to express an opinion. But as this 
has not discusHcnl iilrea«ly. we do not feed at liberty to c.vpross an opinion 

Q . — There are two new taxes suggested : tobacco and inheritance dutioi* 
Would you, generally speaking, approve of these? 

.4. — If you want our jiersotial opinions we may say this: wo understand 
that the death duties are at present provincial and that comini tte<vs are 
already sitting in Bengal and some other provinces to disenas this snhj<?ct. The 
feeling of our Committee was that wo should not express an opinion on this 
pending the reports ol these corniriittees. Bei'ause we see some ditficulties in 
the way of imposing death duties. But if it is reported that there are no 
diffK’ultles in the way, we shouhl he prepared to consider the possibility of 
imposing them. 

As for tobac(‘o, it seems to come in along with other things that are now 
liabU' to excise duties. But we have amongst our members people interested 
in tohac(^o and therefore, we think we would not bo justified in saying any- 
thing on the subject. 

Q . — What do you say about patent medicines? 

A, — IVrHOimliy, we do not mo why they should not be taxed. 

— Aerated wntern? 

A. — W© would object; becnime anything that gfu's to the health of the 
people ought not to be faxed ami wo maintain that aerated waters are a 
means towards good luallh. For instance, formerly in the mill areas 
cholera and other diseases were quite common. But since introducing aerated 
and filtered water, the incideiv'© of ill-health has fallen. 


Mr. ALEXANDER KINNEY. AdminUtralor-General. Bengal, was 
next examined and gave oral evidence as loHows $ 

Th\ J*amnyp?/f. Q, — I see in Bengal that you have l>een considering the 
question of death duties. 

.4. — Yes. 

Q . — Generally in England there are three kinds of death duties. Estate 
duty, SucoesHion and Legacy duty. 

A.— Yes, 

^.—But Legacy and Succession duty are not both charged? 

A, — No. So far as I am aware, 

<?, — Both are of the same nature? 

A. — Yes. Tliey are on a sliding scale. 

Q , — You sugg^ that if intri^uoed in India, death duties should take 
the form ol both. 

A. — I am rather indined to change my views. 1 suggest only two duties, 
nantely Estate duty and Settlement duty. At present you have various per* 
eons executing trusts. You get* a stamp duty on that and nothing further. 
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Sir Perey Thompson. woo th^ low in England till 1909. 

.4.— Yes, 

l>r, Famnjpy€. Q . — TKeare j^hould be & grAdimtion acrording to the degree 
ot relationship under settlement datr, 

.4, — I am incliniN:! to take the other view. Owing to the coudiiions in 
India fix one duty and coHect it once for all when the deed is executed. 

Sir Percy Thompton. Q. — Would you exclude that pro|>erty from the assets 
of the life tenant when ho dies? 

.1. — You must, 

Q . — How a'ouKi the partition of a joint Hindu family come in? 

.1, — You can stamp the partition deed. 

V. — The settlement duty ? 

.4.— Stamp the settlement dt^l. To my mind it is an easier motle of col* 
Iwtinp; revenue if you stamp the deed. Then you are done with it. You get 
the revenue at the initial stage and you are ftnislied with it. 

p. — Meanwhile you lose the estate duty on the sueeosstve passages of the 
property. 

4. — Tf n person who has got a vested interest dies his U'ga) reprcsetttaiiv© 
wilt have to take out rej>res<uitniion to his estate. Supposing you hare a mar* 
rtage settlement where the life interest is given to husband and wife and 
the iiltiiiiaie tru«its are f<»r the children, and supposingsono of the children diea 
after having obtained a vested interest in the property under the setileiuont. 
Hero representation would have to be taken out before the iruatee could gut g 
legal diHcharge. 

— The usual form of settlemeut i» a transfer of the trust for the wife 
during her lifeliine and on her death to the children. The children do not 
obtain a ve.««ted interest in her lifetime. 

.4. — They have, in my opinion, voKted interests subject to the life interest, 
it i,s a vested remainder. 

Q. — Y’ou get estate duty on the death of the wife in England. 

^4. — That would, I think, be Settlement duty, 

O.—We treat life interest ns an estate. Up to 1900 the Estate duty wni# 
paid on the death of the first settlor. Then the Estate duty was not taken at 
any subM^<|uent death. Since 11K)9 settlemont property is regardtKl aa free 
projjerty, 

.4.— Y’es. We have got no duty of that description in India umlor s<rttle- 
men is. 

If you take Settlemont duty at first only you would lose Estate duty 
on death. 

,4,— T would take Settlement duty once for all. 1 would only charge Estate 
<lnty on tho3»e r>er»ons who have veste<i interests and die. The only person 
who wouUl pay is the legal representiitive. SuppoM* you have a f.«Htlernent 
and you havo given the interest to wufe or husband, t^pon the death of Imtb 
it is in favour of the children. Suppose they have four children. Each of 
them attains a vested interest either at marriage or 21 years. 

Q , — Would you charge if they die? 

.4.— If they die the trustee could not pay to anybody except their legal 
representative. 

Q.—On BUoceMion by death yon would only charge on the projMjrtr of which 
the deceaaed had power te dkpoteP 

A.—Ytm. 

Dr. Parafifpye. Q.—lf it is reversionary interest, you will have to find out 
what the interest is. 

A.— Yon have got particulars of the trust properites and the definite share 
should easily be eecerteinable. 

a.— If it is a question of several generstums, whai will yon doP 

M . 
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miglit hmre lag*! diffionltiai m to whether tine lettlement ie void 

or not void* 

(f.— Ton would not like to have two oete of duties? 

A, — The difficulty will be in realising* In ordinary cases we have no diffi-* 
oulty in ascertaining the interests of various people. If you had already 
charged Estate duty, 1 don’t see why you should charge Legacy duty. 

Q . — Suppose you leave £100,000 with three legacies of ten thousand pounds 
each and the rest to somebody else. The whole Estate duty comes on the 
residue. 

d.— Yes. 

Q , — Each of those people get £10,000 free of Estate duty. The incidence is 
not on the specific legacy. 

A. — Not on the specific legacy. You will find it very much simpler if 
Estate duty were fixed on a sliding scale. The higher the value of the estate 
the higher the duty. 

The President, Q , — ^The leaving of a large number of legacies might lead 
to a minus balance. 

A, — It might. At times people leave wills regardless of what they leave 
behind them. 

Q, — ^Do you think that distant relatives should pay more than immediate* 
heirs? • 

A, — I have seldom seen a legacy being left to strangers by Hindus or 
Muhammadans in this country. 

Dr, Paranjpye, Q , — Generally people don’t leave wills. 

A, — But those who leave them don’t leave money to strangers. 

Q , — ^If a Hindu dies intestate and the estate goes to the second cousin, he 
should pay more. 

A, — ^Those cases are very few and far between. 

The President, Q . — If the mcmey is left to an illegitimate child? 

A, — ^There is no reason why Legacy duty should not be introduced. But 
I am rather against it. If you introduce Estate duty and make grants oompuU 
sory, it should be quite sufficient. 

Q , — I do not quite follow that. 

A.— -You have certain sections of the Indian Succession Act which are appli- 
cable to the Hindu Wills Act. One of them says that no right of the legatee 
can be established until the will has been proved. But there is not in that 
any section which more or le« oompels all persons to obtain probate or letters 
of administration. You have cases where you have joint Hindu families where 
shares and securities stand in the name of the Manager of the family and 
these are treated as passing by survivorship. I would prohibit any dealings 
or transfer of such securities and shares except on production of probate or 
letters of administration. 

The Maharafodhiraja Bahadur of Burdwan, Q , — ^Will it work in these 
parts? 

A, — ^I do not see why it cannot. 

Q. — ^Very often if there is one heir he does not even take probate. 

— ^He registers himself under the Land Registration Act and obtains w 
suooeMion certificate when necessary and avoids pajrment of duty on land. 

Dr, Paranipye, Q, — ^Don’t you ^nk that this process would be more diffi- 
cult than the other? 

A.— 1 do not see why thmre should be any difficulty about it. 

The Prendent, Q , — ^Is this the position? It will be difficult in the case of 
the joint Hindu family. Because you find it difficult in the case of one racer 
you won’t impose in the case of the others. 

would treat them all equally. ^ 

Q.— If you except the Hindu from a duty it would not be fair to others. 
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A , — I do not think it qttiu> fair. A man and his wife ara ontiiM to hold 
•ecuritiai in the name ot‘ either or surriror. Why shonld these abo not be 
esmmptP Companies abo recognise joint hoMeia of shares* 

Sir Ptrty Thompsoiu Q , — Suppose you have shsree registered in the name 
of yourself and your wife. On the death of one you will ^ charged half. 

A. — On the deailt of one the other might he charged on the value of the 
hall. 

Q , — Suppose 1 am a joint holder of shares, then I wilt be charged only on 
my share. 

A . — Joint accounts at Home proceed on the assumption that the money 
belongs to the husband until the contrary is proved. 

Q . — Otherwise there would be no estate duty on the wifeJ^ 

A . — There urould not be. 

Q. — Supposing really th€*re was beneheial ownership you would charge 
only hall? 

A. — Yes. 

Q , — How would you apply that to a joint Hindu family P 
A. — That IS Illy difficulty. You must apply that equally to all. 

Q , — In a joint Hindu family if the shares stand in a man's name, he pays 
dut 3 ' on them, but not if lu> holds os trustee. 

A. — Then you have to prove the trust. 

Q , — Does a Hindu suct'eed by %'irtue of birth or death P 
A, — I take the view that it is by birth. 

Q , — Suppose there are five brothers and the estate is worth 1(X),000. Each 

survivor would get 2ri»iKK). Whereas 

A. — On the other hand, if another son is born the property will go on d#M 
creasing. 

Q , — <;an you not solve it by taking account of death but not of birth P 
A. — Then you are going to interfere with Hindu Law'. 

Q, — No. J would <'Otisider the share passes on the death. 

A. — 1 think it would be very difficult. If you force administration, yon 
will have to disclcs»e the whole estate. If a person comes for a grant, he can- 
not come in for a limited grant. He has got to disclose the whole estate. 
Therefore duty becomes payable on the entire estate. 

Q . — Take the case? of five brothervS all of the same age. Are they to pay 
estate duty on the whole estate five times in rapid succession P 
A. — It is the same risk for everybody else. 

/>r. Faranipyt. Q , — Why not charge a duty upon the death of the person 
of the highest generation on the whole estate? 

A. — On the death of the person belonging to the hipest generation, you 
would charge the duty on the share that each oiu> w'ould have got if the estate 
had been partitioned. It seems to me that any such suggestion is bound to 
lead to litigation. 

Q . — How ? 

A. — On the question of assessment and things of that sort. 

Q. — ^That would be regulated by rules. The rate would be determined by 
the amount of share. 

A. — If it were possible to frame rules it would be alright. 

Q, — Don't you think it is very difficult to assess properly P 
A. — I have never experienced that. 

Q , — You can always find out the number of shares. 

A*— Ton may have an amicahie parUtioa. 

Q . — ^That will be the same as gifti in England, 

A.— 1 take the view that if you dharge at the initial stage and charge on a 
sliding scale and compel grants it will be the simplest form of dealing with 
death duties* 
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Tht Preddent. Q , — Take the instatice of fire brothers with oae-fifth share 
for each. 

A . — You can make a prorision for that and take the duty on the property 
panning. I consider the forcing of administration is the remedy. 

Q , — ^That is taxing the same estate rather hearily. Make the amount 
taxable when it passes by death without interfering with the personal law of 
the parties whether Hindu or Muhammadan. In other words, in the csm of 
the five brothers you would tax the remainder of the joint Hindu family on 
the one-fifth share. Can you not have one flat rate? 

A.— Yes. 

^.-^Would that not be the simplest course to have a fiat rate wbetbor it is 
Hindu or Muhammadan ? 

A . — That is my suggestion, <‘al1 it estate duty or anything you like. 

Q . — Would not that result in the property of a Hindu family paying less 
than the property of Christian or Muhammadan families? 

.4. — It would. 

Q — Would it he possible to rectify it hy charging the share when the party 
clitnl at a rate applicable to the wb<»Ie property? 

.4. — You could do tliat, hut it would seem to he very unfair. 

Sir I*rrcy Thompson. Q . — It ficems that on this plan the Hindu family 
scores every Lime. , 

;1 s. 

Q , — Do you think that they should pay at a higher rate? 

A. — I don’t think so. 

f/. -Would it he necoswary to tax partitions? 

d.— Yes. 

Q . — At the same rate? 

.4. — Yes, 

JJr, ramnjpye. Q. — Don’t you think that partitipns should be chargeable 
only uf certain limit? 

.1, — Yes, it might ho tliree years before the death of a man. 

Sir Percy Thotupson. Q. — Why should you charge partitions? Take a 
case where there are five brothers and the Government is entitled to get, say, 
5,(KH> on the whole property and the five brothers go into u partition and each 
get^ *20, (HX) |>roperty, you would still charge on this 2(),(XX) rupees? 

.4. — I ^vas not assuming such a case. 

Dr. Ptiranjpyc, Q . — 1 am thinking of the case in w'hich ;i8 in Bombay the 
son is entitled to claim partition during the life-time of fh© father? 

.i. — Under the Mitakshara law he can. 

(>; — So in the case of such a family wdiere the son can claim partition 
during the lifetime of the father; in order to escape death duties he would 
generally claim partition during the lifetime of the father, consequently the 
partition will have to be charged. In the case of a Christian family, the 
father can give by means of a gift and in the ease of a Hindu family, the son 
can claim by partition. In order to put the two on the same level, you will 
have to charge partitions within three years of the father’s death. 

.4 . — I do not see how you can charge. 

Q , — ^What about ike partition during the lifetime of the father? 

.4. — You can make it chargeable. 

The President, Q , — Wunld it be fair to charge all partitions at a lower 
rate ? 

.4. — T cannot say that, Wliere I cannot follow is the question of partition. 
It only comes in at least where the father is dead and the sons want to parti- 
tion between theiuselvee. My experience goes to show so far as my ofiBoe is 
coiicernetl that there had not Keen a case where the partition has been effect-^ 
ed during the lifetime of the father. 



Q . — undcpTsiood from Dr. Paranipye’s queation to you, that you aliould 
treat partitions in the aaine way as seitlemenU. 

.1. — If partitions are treaUMl as a seitkmieut, I do take the same view witli 
regard to seiileinent. 1 think that would be the tiling. 

Q , — Would you put an ad ralorepi stainp on the deetl itself.^ 

A. — ^Tes, I would, according to the value of the property, and then on a 
sliding 

y. — I understand in lt>20-21 you bad ns tnany m oa»o*i in which death 
duties Hero paid on prn|>erty other than hoUHo property, the total of which 
auioiittUHi to something like iM lakhs of ru|^^. Thosi* wvre prineipally froiu 
sninindani I take it. 

A. — Well, mixed- -Kiiropoans, Indians, Armenians and Jews. 

— It nuMin.s there were a eonsiderable n«ml>er of Hindus? 

.4. — There were. 

ly.— you tell me why yon had m many eaiaie in llcngnl? There is the 
Hindu Wills Act, is it not r 

A . — Of course' a great nutn^' of tiuun t^mie under the Himtu Wills Act, hut 
some of Ihetn come umler inU'wtaey. Take the ease where a Hindu desiri's to 
create a trttst. when he wants a pennnnent trusUH', he generally rtpj»oints t>ur 
office. 

Q — Hiric^y says tliat “ if will probably be a surprise to many as it has 
benm to me to find that in the cases disptmHl of in Cnlf^tia in 1920-21 under 
Article 11 of Schedtilc I of the Court Fw's Act, death dutioa were paid in 
fientral on property in land other than houirt? propert.v in ^18 cases, and that 
the total value «»f such properly on which death duti<^ were paid amount4Hi 
to Hs. /’ He >,a>s that “ tlu^* were f*resuniahlv cases in which mic- 

cx!s>i»»ii was governed hv Hindu Wills Act. X\l of JH7(> ”, 

A. — I could not sav that. He has m>t drawn any distiurtion between the 
H indu estates. American or Jews’ eHtates. He iiiorely gives the niimher 
of ost4ites. 

Q. lint then the Hindu Wills Act is applicnhle throughout Bengal? 

A. — Ye«. 

Q, Is there any difference heiwt^ui the prewidonry town and the inoffusil? 
In the cities of Madruj^ and llornlmy one has I 4 ) pay prohato duty, whereas if 
the will is I'xecutod out4»i(h% the e^itate escapes, 

4 — There? is no such distinctioTi here. 

Q . — Acttially Calcutta has reulisiMl a great proportion of it. 

A. “Yes. The rea.soii is that you cannot decide these cases in the Distrirt 
Courts, and a great iiiunher of them come uj* to the High Court. That is 
why the great proj»ortion comes from Calcutta. 

TAc Mnhmnindhiram lUihadur 0 / Jhtrdwnn. - AXmi are in favour of one 
duty, that is to say, at pre«f»nt you have for inutance the probaU* duty, yon 
hat^e to pay regiKtration f4?es, or lor a sm*ce>wiioti certibente. If any death 
duties are introdue©<l, you will hate a coinhimMl tax in tho place of ^^o many 
duties. 

.4. — Absolutely; I will make it one. 

Q . — On page 1(5 of your note where you have suggevted a acalo for India, 
don't you think that the 10 |M*r c^ent. which you have suggested for ettiaiaa 
over 10 lakbs would mean that in actual prmrtice, in the ea.M» ol aamindari 
esitates, a! any rate in the great number of them, that they would into the 
hanck of the moneylenders ? 

A.~~Why? 

— When you come to consider their net aiwietii after paying land revenue, 
you will find that it would fall rather heavily on them, and as you know^ many 
of iheae saiiiindari eatatea in Bengal do not pos^f^ much hard ca«h outeide 
Janda. But where the only ia the land itaelf, don’t you think that even 
10 per cent, would be rather hard ? 

A. — I do not hee that is very much harder than It is in the case of the 
Adminiirtrator-General of Madras. 1 think his cammiasion alone goes to 7 per 
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49 ent. or so. 1 do not see why this should work hardly ; you can make tlmn pay 
l>y instalments if yon like. 

Q , — My second point was that in proriding for the percentage in the case of 
saroindaris which do not possess any assets outside the lands, you will hare 
probably to give them some kind of option to pay by instalments. I mMn to 
say that a man u'ho has securities only, finds it perhaps easier to pay in one 
instalment than a man who has to realise property to pay death duties. 

A. — That is what we do ourselves in connection with our commission now. 
We take it by instalments rather than force a sale. 

Q , — In the case of property which is mainly in landed property, you vnU 
probably find it necessary to introduce instalments rather liberally to realise 
3 our death duties so as to enable the estate to remain solvent. 

A, — Yes, provided the estate consists of landed property and nothing else. 

Q , — My other point is — the President has touched it slightly — you know 
for instance, the case of Raja Peary Mohan Mukherji. He gave away 
in settlement most of his estates during his lifetime to his sons and grandsons, 
not only that, he also gave away his Government promissory notes to different 
people long time before the settlement. In the case of settlements under dc^th 
duties, what retrospective effect would you give? 

A. — No. I would not worry about that point. 

Q , — ^You will tax only at the time of the settlement is made? 

A. — Yes. a • 

Q , — ^What is the rule now? 

A. — ^Very small stamp duties are charged at the time of the settlement. 

Q , — ^The Bengal Settled Estates Act has been a dismal failure for the 
reatson that the stamp duty which the Government provided under the Act is as 
high as 26 per cent. That is why it has been a dismal failure because nobody 
would come forward to pay the stamp duty of 25 per cent. Therefore if you 
want a small charge, what percentage would be fair? 

A. — I would go as far as 10 per cent,, according to the value of the pro- 
perty settled. 

Q , — My argument is, supposing a man has a property worth 10 lakhs of 
rupees ; if we were to accept your scale of death duty of 10 per cent, over 10 
lakhs and this man during his lifetime gives away the whole of his property by 
a deed of settlement, would you again charge on his death P 

A. — No. That is my view with regard to settlement; once you have stamp* 
ed it you are finished with it. 

Q , — Do you think in Bengal if you introduce a system like that you would 
encourage settlements, supposing you have a death duty in Bengal? 

A. — I think you would. 

S . — Do you think it would be better to encourage settlement rather than 
duty? I am considering this from the people’s point of view, because 
whatever way we in the Taxation Committee may decide, these things would be 
threshed out in the local le^slatures. I am looking at this from the point 
of view of how it would be viewed by the local legislatures. If a roan setUee 
the property during his lifetime he pays; on the other hand if he does not 
settle, a similar amount is paid as death duty by his son or grandson. Which 
do you think will be favoured in this part of the country? As you know to 
escape the probate duties, men under the Dayahhaga law do make settlemente 
during their lifetime. 

A. — ^The only reason I can think of is because at the preoent moment 
the stamp duty on the settlement is so excessively low. 

9* — ^My object in asking you is that if you have only death duty without 
having stamp duties for settlements you will leave a loophole. 

A.— Yes. 

know so far as Bengal is concerned, there are many men who are 
worm lak^ and they execute truste for reli^ous endowmente, etc. Theg? 
would rather do all these things during their lifetime than leave them to the 
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wili. Tn introducing this law you would introduce a new law altogetlier, or 
do you think that you can amend the existing lawF 

A . — Personally I am in favour of ilie existing method. I am very strong on 
this riew, but with regard to the Court Fees Act T must say It is hopeless from 
eommencement to the end. 1 refer Chapter IIIA which deals with this 
question. You get one section conflicting with the other. You do not know 
where you are. We have also got the Bengal Amendment Act which haa 
aroendf^ the Act only so far as Bengal is concerned as regards duty. I am 
inclined to the view that you require a new Act on the subject. 

The Prtsidtni, Q , — Have you got any exi>6rience of penalties under 
section 19A? 

A.— No. 

Q , — Does not the Act say if you fail to give full particulars in the inven- 
tory, you will be penalised by charging lire times the dutyP 

A. — 1 hai'e had no ex|>erience of this. The section is only permissive. It 
says the Chief llevetiue Authority may. It also seems to me that section 19 
£ is contradicted by 19 <t). The latter says no order shall be made upon any 
application till the petitioner pays the duty, 

Q , — How do they conflict? 

A. — You get 19 it) which forces you to file an affidavit of the valuation 
and it also forces you to prepay your duty, whereas 19 £ makes provision where 
too low a court-fee has h(^n paid. This section was in flie Act before section 
19 (i) was iii.sert€^d and see also 19 H. 

Q. — Don't you do that in Bengal? 1 have penalised numbers of cases 
when I was a Collector under 19 £. 1 think one of the complaints against 

the Act was the absence of any discretion to reduce the very heavy penidty. 

A. — Those must have been very extraordinary cases because if there is a 
question as to valuation, it appears to me there must first be an enquiry 
under section 19 H. 19 £ in my opinion deals with the question of fraudulent 
cases. 1 do not think anybody who comes to the Court is deliberately going 
to make a fraudulent valuation. 

Q, — Don’t you get considerable niimljer of casos where they aiiii at it? 

A. — I have had heaps of cases where a person dies and particulars of the 
estate are given. You go into the papers and find other ossetM, 1 do not file 
a farther affidavit that 1 have discovered this, but I simply send in a oerti- 
fleate showing the valuation according to the petition and the valuation of 
the property which has f>een actually realised and duty is adjusted. There 
are cases when the valuation cannot bo correctly stated at the outset. 

Q . — Is it not a fact in the case of private property, the party conceals the 
property ? 

A. — I do not think that would be deliberately done. In a certain case the 
executors by not going into the papers in £ngfand did not discover that the 
testator possessed a great num^r of certain abares. They did not make 
any delilH^ruW false Htalement, 1 ivrtainiy would not penalise unless it is a 
deliberately affidavit, I do not mt* how you can |MumliHe ti man for a 

thing which he has no knowledge of. Of course if hc» puts in delilierately a 
false affidavit he has to pay a |>enalty and also renders himself liable to 
ptmiahmeni. 

Q . — ^How would you administer the Act for the purposes of dutyf 

A.— I would make it compulsory to pay the duty before grant is issued* 
The reason is that at present there are cases, esf>eciany in Bengal in District 
Courts, where you get the order passed for a grant. The grant is not issued 
until duty is paid but having got the order for a grant, the applicant then pro- 
ce^ to work on a oertifled copy of the order. All applicants should be 
made to file an aflidavit of valuation and before an order for a grant is 
made, they should be made to pay the duty on the value of the estate and 
you would have subsequent sections dealing with the qnestim of investigatioiii 
whether that eetate has been properly valued or not. 

Q. Bat you would still leave the matter in the hands of the Court? 



35B 


,4. — I would, 80 far as the initial proceedings are concerned; bnt with re- 
gard to encjuirieB into |>roj>eriit s, it depends on where those properties are 
sitiiatod. 

Q , — You have road Mr. Birler’s proposal that Government should take up 
the putting the valuation of estates for death duties under a 

revruino authority instead of leaving all disputes as to valtiation between the 
(\dhKrtor iwul the applicant for prohate or letters of administrations to be 
decided by the Civil Court under section 19H of the Art. He says that there 
in fiO valid rcjison for retaining a judicial authority* as the final authority in 
thin matter when the final authority in incoiue-tax is a revenue authority, 

.1. — That may or may not be so. I consider that the duty must first be 
l»ajd to the court which issues the grant. Having got that, 1 would make 
the applicant file his affidavit for the valuation of the assets in duplicate, I 
would have one of the copies sent to the revenue authority to enable that 
authority to make enquiries ns to whether those asseis have been correctly 
disclosed or not. If they dispute the valuation, I would call upon the peti- 
tioner to show cause hefore the revenue authorities. 1 would give the peti- 
tioii€*r a right of appeal to the f*ourt which issues th<‘ grant to decide the 
question whether it has been properly vlntied or not. 

Sir Prrey Thompson, • Q , — The procedure in England is almost precisely 
the same up to the last point. If there is a dispute as to the value of the 
property, it would imt go to the Probate Court, but to the High Court. The 
Court which issues the grant is not the same as that which would decide 
disputes. 

A .—-Here it is different ; wc have no Probate Court. 

The PresUieni. Q , — You would give exemption up to Rs. 10,000? 

A . — At present difficulty exists as regards the powers of the Administrator- 
General under the Act. Ho has only power to issue certificates wdiere the 
gross value of an estate is Ils. 1,000. Estates over a thousand have to get 
letters of administration. I think the provision in the Act should he extended 
and the Aciniiiiistrator-Genoral given powder to issue certificates where the 
groas value of the estate is up to Ils. 5,0(X). 1 would exmupt those estates 

from paying duties, but I would make them pay a certificate fee to be granted 
as it now exists to the Administrator-General. You woflld thus save diffi- 
culty over the adniiuistration of small estates. Everything over and above 
Hh. 5,(K10 1 would enforce the grant for, because it is solely on the net value 
you would pay the duty, not on the gross. 

Q . — You have a tremendous number of estates under j’our control? 

4 . — Yt‘.s. 

— Practically you 4are a sort of public trustee. 

.1 . — 'Fhat is so. 

Q. — Is the teudeiwy likely to develop further in that direction ? 

.4. — It is on the increase, 

<?. — The percentage is limited here. 

4, — That is so. 

Q , — The office is more than self-supporting. 

4. — Yes. So far as w^e are concerned, wc arc on a very low scale. The 
higher the estate, the lower the perc?entage. 

X?. — Your office pays a net revenue to Governnient? 

A, — Yes. 

Q . — Tt is a tax on estates to that extent? 

4.— Yes. 

Sir Prrry Thompson* England the public trustee is in a curious 

position. He charges a heavier fee than banks and be does not make a 
profit; on the oilier band» the banks get the prolific estates and only the 
troublesome estates go to the trustee. 

4. — ^That is the case here too. 
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Q , — You think tliem diould ho no difficulty irith rogurd to the adjiietmeni 
of roTenue derived under thl» head hetween the different GorernnientsP 

A . — I cannot aee why you should have any difficulty at all, I would allol- 
cate the revenue to the province which issues the grant. 

7)r. Famnjpyf. Q , — Would you have a comiuon law’ for the whole of* 
India ? 

A. — Yes. 

The Frenidrnt, Q . — Would the heir he entitled to apply for a grant In 
any province in which he has assets P 

.4. — If you have assets in Boiiibiiy and in Bengal and if the person chooses 
to go to Bombay and get a grant throughout the whole of British India wdiieh 
exUmds to Bengal » the Bombay Government would get the boneiit of tlie duty 
and f icr vfrsd, 

i>r. Faranfuye, Q . — ^Should you not give each Governineni its own shareP 

*4 . — The only w ay to dn that would he to have various forins of affitiavitH of 
valuation. 

Q.-- -Some officer specially appointed for the purpofM^ would divide iheniP 

A, — Yes, in accorilnnce with the assets dim'losed in each province. The 
affidavit of vahiution would have to net out the different properties situated 
in different provinces. Then 3 ’o« have this difficulty: you have a largo nuin- 
bi>r of tea ganleics in Assam which have their registered offices in Calcutta j 
who is going to get the revenue? 

Thr Frexident. — Whui are you going to do in the case of Government 

paper? 

Sir Percy Thompsnn, Q . — What are you going to do with bearer secu- 
rities ? 

.4."--’rhat is the Reason why I suggest that the provinee which gets the 
bcuf'fit of the revenue should h<^ that in which the grant is ksuod. I do not 
see why there should he any difficulty almut it. 

Q , — An alternative would bo to lot it go to tli© province wdiero tho deceased 
is domiciled. 

.4. — Suppose, you have a person domiciled in England nii<l has his assets 
out here. 

Q . — The English system charges duty on tho property situated in the 
United Kingdom and also on the whole of the property of (lerHons domiciled. 

.4. — If a person dies in England leaving assets in Bengal and Bombay, to 
wdtich province are you going to give the benefit of the duty? 

The President. Q. — Would it ho practicable to distribute it according to 
the hjcation of the immovable projjcrtj', leaving the Government of India to 
take a share of the inovubh%«? 

.4. — 1 do not scKj why it should be so. WTij* sliotild not Bombay and Ben- 
gal, where you have the registered .offices of the companies, get the boncifit of 
Ui© revenue? 

Q . — Ts not the province which has to provide the service for the protec- 
tion of the property the one in which the immovable property lie«? 

A. — That is so, but can you say it is all immovable projierty ? Once you put 
money in a coiiipaiiy, you convert it into shares, which are considered to 

be movable property. 

Sir Percy Thompson. Q , — The thing really reducM^i itjswlf to an absurdity. 
It a man possessing tea gardens in Aiisam diew, the proimrty is considered 
• to he sTlaated in Assam; on the other hand, if the property is turned into 
a private company, it becomes movable property. 

A. — Kxacily. 

Dr. Paranipye. Q.^Jf a man has movable property of five lakhs in Assam 
and fire laklw in Bombay, on the five lakhs in Assam he would pay one duty ; 
on the five lakhs in Bombay, he would pay the same duty, but because the 
total comes to ten !akiiS| the rate of duty would he higher. 

A. — I would like to emphasise this : the existing system of paying duty on 
the value of an estate at the time you apply for grant is wholly unfair. For 
anstanoe, you giet eases arliere a man dies in England and has executed his 
win there. It has got to be proved first in England and a certificate sent 
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out to India. During this time diridenda are declared on tbe Tarioua diares. 
Ton then apply for probate. Owing to the dividends having been declared 
subsequent to the man’s death, you have to pay a higher rate of duty, because 
you ootne within the sliding scale. To adiust matters, you must hx Uie value 
of the estate as on the date of the man’s death. 

Th^ President. Q . — ^Would not your proposal tend to create a eompeti* 
tion between provinces? 

A, — No, but this difficulty would arise. The Presidency of Bengal as 
defined by the Administrator^eneral Act includes Bihar and Orissa. If we 
apply for a grant, it is made applicable to the Presidency of Bengal which 
includes properties in Bihar and Orissa, i.e., the coal mines, etc. It is 
nevertheless within the Presidency of Bengal for the purpose of our Act. 

Q . — We were told the other day that one effect of the variation in court- 
fees was that suits were filed in Allahabad instead of in Patna, because the rate 
of the court-fee was lower in Allahabad than in Patna. 

A. — ^That is why you should have a uniform rate in respect of duty payable. 

Q , — TTnless there is some other differential advantage. 

A — Individuals come to us in preference to cither going to Madras or 
Bombay, liwaiiso our rate of commission is very much cheaper. 

Q , — Because you have so much more business. 

A , — Also because we have a cheaper rate of commission. I do not see why 
the province which issuers the grant should not got the benefit of the duty ; it 
does the work. * 

Q . — You would not say that the duty is only a payment for services ren- 
der^? 

Dr. Paranjfyye. Q . — It is a revenue producing duty. ^ 

A . — That wan the decision of the court under the Court Fees Act. 

The Prr.%i(1ent, Q , — Have you anything to tell us about the other stamp 
duties? 

A. — They do not come within my province at all. 


23rd March 1925. 

SHILLONG. 

Present : 

Sir Charles TonHVNTF.n, K.C.B.T., I.C.S., President. 

Bir Percy Thompson, K.B.E., C.H. 

The Hon’hle Bardar J<k;eni>ra Singh. 

Dr. R. P. P.ARANjrvE. 

Mr. H. C* BARNES, LC.S., OfiKciating Commissioner, 

Assam Valley Division, was examined. 

Writtfn memorandum of ^fr, Barnes. 

Q. following items are included under tbe head ** Miscellaneous 

Laud Revenue.” This is not crediteti under the head of land revenue but 
under a seimrate head ” Mis<'ellaneous Land Revenue ” and is not shown in 
the land revenue demand for the province; — 

1. Sale proceeds of waste land and redemption of land tax. 

2. Pines under the Land Revenue Regulation (credited under the head 

Miscellaneous ”). 

The value of trees under the timber valuation made on applications for 
special cultivation is credited to forest revenue. The details of the va rious 
items credited to miscellaneous land revenue will be found in Appendix VIU 
o! the Ijand Revenue Reports of the Assam VaDey Division and the Surma 
Valley Division. A consolidated statement is attached. 

Q. 11 . — ^Under the head of Excise penalties inflicted departmentally are 
included. 
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Q. 19. — ^Tbe answer to this ouestioa will depend on what is the d^flnltSon 
of the word tax ** as deifined by the Taxation Enquiry Committee. I have 
been unable to find out how it has been defined. 

Q, 97 . — Theoretically the State has the right to demand of the individual 
citisen if need be, any sacrifice of money, senrioos or life. Practically the 
demand is limited in a variety of ways. In the matter of taxation the limit 
the maxiiiium amount which can be raised by the State without prt^ucing suffi- 
cient discontent to result in its own destruction. The? ideal to be aimed at is to 
limit taxation to the minimum necessary to provide for essential services. If, 
therefore, it should be possible for a state to confine taxation to tbe wealthier 
sertioim of the population, so far as taxes in money are concerned, there is 
evc3ry justification for so doing. For military service in defence of the State 
sli shauld have the same Uability. Money is only one form of contribution to 
-the service of the State. ConwKoionily. it is not necessary that each citiwm 
should, he taxed in order to qualify for the privileges of citizenship. 

The U'st for exemption is first the need of the State, which may vary from 
time to time; and secondly the comparative ability to pay of the difierent classes 
of the citizens. Both of these are questions of fart. And by their decisions 
on such questions Governments are judged wdiether they be wise or foolish, 
tyrannical or just. 

Q. 98 . — Fnder representative institutions the liability to perform the duties of 
citizenship would seem to form the qualification for representation. The pay- 
ment of taxes is only oiTo form of duty. CoriM’qiiently. exemption from taxa- 
tion 18 not of neecHsity a disqualification from representation. 

Q. 29 . — (kie would prefer, were it possible, to confine taxation to indirect 
taxes on non-essentials. Where this is impossible it is better to frame a scheme 
of taxation suited to the community from which it is to bo taken. In an 
Agricultural community, especially one of peasant proj)rietor8, a land tax may 
he most suitable. In industrial or commercial areas income-tax or customs 
duties mav l>e preferable. It seems impossible to lay dowm a hard-and-faet 
general rule. 

In Assam hou.se tax is levied on those agricultural tracts in which it would 
be impossible or impolitic to attempt a lau 1 revenue settlement. It is really 
a substitute for a land tax. 

Q. 66, — Excise. 

With the €3Xception of a few liquor shops under the out-still system the shops 
ill Assam are settled under what is known as the contract supply system. 
Tlmtis to say vendors are supplied, by Uie holders of the contraet for the supply, 
with liquor at and at 0(P under proof. The vendor has to pay a license 
fee whiidi is calculated as vend-fee realised on the London proof g^on. In 
addition to paying vend -fee the vendor has to pay duty and cost price of the 
liquor all of which are realised from him at tbe time he applies to get a permit 
to get the liquor out of bond. The duty is Bs. 6 per Ijondon proof gallon 
and tbe cost price has been fixed by the contract at Bs. 2-6-0 per Ix>ndon proof 
gallon. The rate at w hich these shops sell to the public is fixed by Government : 
a minimum and maximum rate for each strength of liquor. 

The Committee sliould know' that a lise in the price of duty is only one 
factor in the fixation of the coat to the consumer of the liquor which be buys. 
T annex two stat^^ments, one of which show's the variations in duty from 1911-12 
to together with the niiinher of cases of unlicensed distillation and sale 

detected in those years. The other statemetit shoves the variations in the priee 
to the public of distillery liquor for th<3 same period. It is perfectly true that 
the increase in the cost price to the public has been followed by an increase 
in illicit distillation : but the inlerance th^ the increase in cost is the i»Ie 
reason for the increase in illicit distillation is erroneous, because the pioketUn^ 
of liquor shops during the non-co-operation antation resulted in an unexpected 
demand for illioit liquor and for the time ^ere was a considerable increase 
in illicit dlsiiUatd<n. Consequently large figures of cases detected in the 
last two yevars are due to special efforts made hy the excise staff to deal with 
this nuisance. Tlie figures of consumption of liquor for the current year 
indicate that there has been a decrease in illicit distillation. But the view 




10 m4-]5 


to 19 »V 31 


Siaiement Mhowing tho retaU priee$ of dutillery liquor. 


, IHSTILLKRY tlQUOK. | 

<Mr u, V. r. I 

Uibimum. Mufiintiru. \ Mlnltnum. Mfttimttm. j 
I J 3 j 4 & 

i • 

. ♦ ! Aunif 0 ittr AnTtn i r»f I An^«» 12 pw K*- per 


if n-131 to del* 


; Aunt! 0 per Anree 
^ hottJ# or botlk 

j R«. Wk) per R#. 3-0-* |»<»r j 

ImficriAl If*}- Impertml r*'- s 

i Ion. km. j 

: Aon** § p«r Ann** 10 per j 
: bottle or boU?e or j 

I H*, %0-0 p«r , B*. Mf-0 per i 

! 1(iip4^1 f*k : Imperbil f*U [ 

I ion. Ion. 

PHto • PUlo . : 


per i Anr‘*» 12 p®f 
or i t>ouJe or 


H§. per 

Imperltl 7*1- 
jOfl. 

Pitlo 


Me. 14*0 p*r 
bolt!* <ir lU. 
•4MI per ftti* 
ptrifti ftHon. 


K*. 1*2*0 per 
Imilie or Kf. I 
0-12-0 p«r Im- } 
perUi ffillon. I 


R*. 1-A-O per 
bottle or Bf. 
24V0 per Im- 
perial falJoo. 


AoMW 10 per ; Annif IR p«r 
bottle or I bottk or i 
Re. i-lS-0 per < 4-8*0 ptr 1 

Ijii|i*^ foK j R*. ial f ol* | 

loii. I I»ttp4f j 


U. P. WM In- 
Irodoeed Is 
l^laee o( 00^ 

Thi ’|«ar Of* 
U. P. woe fo- 
Inlrodnoed. 



364 


Q» Local] j-made imitations of imported liquor are taxed at tbe same' 

rate# as the foreign article. And as soon as they have paid the duty they have 
the same freedom from restriction on transport. I see no objection to the 
«^ntmuance of this arrangement. 

Q. 00. — ^The imposition of supplementary duties on foreign liqueur by Local 
Oovemment# is bound to result in duties varying in different provincea. This 
is undesirable. It would also necessitate the 6mplo>^ent of extra staff to 
check the importations of foreign liquor and realise the new duties on liquor 
entering a province or passing through one province to another. The result 
would be a considerable amount of inconvenience to the public ; and I think the 
additional revenue would hardly be worth the trouble, particularly as the duty 
on Imported spirits is still very high. 

Q. 71 . — I am not aware of the reasons for the imposition of different rates 
' for ganja in different provinces. In this province it would be impossible to 
raise the duty without Immediately encouraging a trade in wild ganja. CHcra# 
Is not consumed in Assam and hhang is not manufactured in Assam. 

Q. 73 . — I consider this system satisfactory. 

Q. 7S . — ^The system of selling licenses by auction is not altogether satisfactory 
especially in tbe case of opium where the niaximum sale price to the public 
is fixed bv orders. A system of settlement by tender is being tried and will 
probably be found to l^e superior to settlements by auction. Either system 
realises equally good results from the point of view of taxation. 

Q. 74 . — The restriction in the number of licenses cannot result in the 
increase in the value of the shops in those cases where the prices of liquor ta 
the public are fixewi by orders and the alcoholic strength of tbe liquor is fixed 
by Government. The "same remark applies to opium shops where the maximum 
price to the public is fixed by Government. But the right to sell opium acts 
as a valuable monopoly in this way that it attracts customers in respect of other 
articles. Consequently a cotton trader in the Mikir Hills is at an advantage as 
compared with other traders if he has the right to sell opium. It is for thia 
reason that opium shops can nearly always be disposi^d of at a high figure in 
those tracts where the opium habit is very prevalent among cultivators. 

Q. 75 . — The present duty on opium is Rs. 45 and the cost price is Bs. 80. 
The amount of duty was fixed by orders contained in Government Notification 
No. 9947F. of the lOth November 1920. The cost price was fixed by the Gov- 
ernuient of India. The question whether the duty can be further raised is 
considered by Government every year and for the present it is considered 
unwise and fmpossible to raise the duty further; because it could not be so 
raised vriihout increasing the maximum sale price of opium to the public. 

Whether the other provinces can raise their duty to the Assam rate is a 
question on wdiicb I have no information. 

Q. 7 $. — Salaried persons are not employed in retail sale and distribution of 
opium in Assam. I have no experience of the working of this system. The 
effect of its introduction would involve a reduction of revenue unless at the 
same time the duty were increased. As the policy of the Assam Government 
is gradually to reduce the issue of the drug, no change in the present system 
seems to be necessary at present. 

Q. 77.— The movement of smuggled opium is believed to be from the west 
through Assam towards Burma and the east. Paragraph 4 of the oonfidentlal 
letter of the Government of India No. 7876-7891-210 of the 18th September 
1918 may be referred to. 

There is no doubt that if by a revision of treaty arrangements the produetion 
of Malwa opium can be stopped and the cultivatron of toe poppy can be effect- 
ively prohibited in India States; it will be much easier to control smuggling. 
The stoppage of the supply from one of the principal sources would be a great 
gain. But I have no information whether such a measure is within the sphere^ 
of practical politics. 

■^pie manufacture of Government opium and the cultivation of the poppy in 
Indian States are under the control of the Government of Indlia. Consequently 



lha pravantioD of amtiggliiig should be dealt nith bj the Criminal InYesUgatiaar 
Department. Bo far a» is coiieeriied, 1 should like to see the preventive 

and detective staff of the Excise Department working under the police as a 
brancsh of the Criminal Investigation Department. The matter is under Iher 
oousideration of the Local Government. 

Q, 96 . — A tax is a levy in ttiouey. in kind or in service^ imposed by a ruler or 
under authority derived from a ruler on a subject. A rent is payment made 
in mon^, in find or in service for the use of land or of buildings standing on 
land. The temui an? not mutually exclusive : a rent may a form of tax. 

In India land revenue is a tax taken by the Government aa owner of the soil 
in the form of rent. It really takes the place of a share of the produce of the 
s(»tl. In Akbar*s settlement of 1571 it was one-third of the proauce (page 875 
Baden Powell’s Land Bevenue Systems of British IndisL 

In some cases as in the permanent settlement of Bengal the Government 
parted with the rights of ownership almost completely in return for an annual' 
payment of a sum now insignificant in comparison with the annual vidue ot 
estates. In raiyatwari sc^tticnionts such as those of the plains districts in 
Assam (excluding the |H»rinanently -set tied tracts) the Oovernmeiit has retained 
most of the rights of ownership, more especially the right to revise the land 
revenue. Rssentially however there is no difference, exc?ept as regards terms 
of settlement, in the relation between the Government and the payor of land 
revenue, whether the #K»ttleinent be temporary or f>ermnneiit. 

Q. 97 . — The expression ** cultivator ** includes two cfMses; those who pay 
land revenue to Government and hold their land under Government : and those 
whr hold under private landlords to whom they pay rent. Any tax affects the- 
person taxed, as it involves the sacrifice of the amount levied in money or its 
e'|ui valent. 

But, where the assessment is fair, the revenue or rent does not adversely 
affect the prosperity of the cultivator. Unfairly high assessments whether of 
revenue or of rent are hound to affect ndvemely the ctiHivator especially in 
bad seasons, more particularly in those tracts w^here landlords levy from time 
to time at uncertain intervals cesses amounting to a considerable portion of 
the rental. But whether a revenue assessment or a rent is fair or unjust 
is in every case a question of fact : and the subject cannot be properly discussed 
except in relation to specific cases. General statements of universal application 
on this subject are difficult U> discuss and are therefore very convaiiiant lor 
those who use them on account of their vagueness. 

In AH.sam the raiyatw’ari sc^ttlenients have been made with the greatest care 
and under them the districts so settled have advanced in prosperity in s very 
marken! manner. Cultivation has extencknl and the condition of the rniyiit has 
improved greatly jii the last twenty years. The province can safely challenge 
any one who is prepared to point to any part of it and say that the revenue 
assessment is unfairly high. 

Moreover the sjjrstem of assessment provides several different methods of 
easing the hunlen in tmies of calaniity. 

As regards private landlords, 1 doubt if there is any reason to suppose that 
there are many cases of oppressive rents. But the tenants, as compared with 
the Government raiyate, suffer from insecurity of tenure and liability to 
forcible eviction, with the knowledge that when this happens they cannot fight 
the landlord in the courts without risking financial ruin. 

The proposal to have a record-of-rights prepared in Sylhet, which woufif 
have cured this evil to a large extent, was verr unpopular with the land' 
holding (as distinguished from the cultivating) classes and was negatived by 
xtie Amm Legislative Gouneil. The same body refuses to find funds for re* 
aettlementi in Assam. The fact semm to he that certain of the land-holding 
classes favour such changes as abolition of raiyatwari temporary settlements 
and the introduction of the f>ennunent settiemeni to replace temporary settle- 
ments because those changes would keep the executive Government and the 
cultivator further apart and allow the land-holding class to intervene betwen 
the two. The Assam system of settlement as developed by Sir William Ward^ 



And Hir Jianipfyltie Fuller has always aimed at direct deaiinga between the 
cultivator and tlie Government in tejuporarily-settled areas and to provide for 
toe former Skocurity in his holding and indepenlenre. And this object baa 
been attained. 

A statement is attached showing the variation<% betw*een 1901 and 1921 of tbe 
figures of population, cattle and cultivated area in Assam. 

Q. 9S . — The stateiiient of 8ardar Guhib Singh may or may not be true of 
the place where he comes from or of parts of India, w’hich he knows. If so, 
there should be little difficulty in having the facts enquired into, as the matter, 
if true, is serious. 

As regards Assam the statements aVe largely void of truth. 

The first htaieinerits does not apply to permanently-settled tracts. But as 
r^sgards these it is pertinent to enquire whether be maintains that private 
Indian landiordh HHsOh.s tlicir rents <»J3 cultivators with scrupulous attention to 
the raiyat’s ability to pay, whereas the Government (b>e.s not. If so. J do not 
understand why the permanent setilernent-holder as a class so greatly objects 
to an enquiry into the actual rents taken by him and to a record of his tenants* 
rights. A c*oinpJiri.son of the rents actually levitnl by landholders with the 
revenue assessments of Government would be very interesting. Obviously 
if tile cultivator of the .soil ought to be relieved of" payment of revenue in 
raiyatwari tracts, ho Khould also in future be relieved of payment of rent to 
his landlord. a 

As regards the raiyatwari tracts in Assam, the siaUunent is totally false. 
During the whole of a settlement, the Settlement Officer a main care is to see 
that in no c in •um.s lances should there be an overassessment, whether on a 
village or on an individual. There are many checks applied : — 

(1) comparison with rent of similar adjacent holdings, 

(2) allowances bv classification of land for bad fields in good villages 

and for bad soil generally, 

(0) allow'anees in fixing unit rates for the general condition of the people, 

(4) check by coinpnris<m with gross and net value of produce, 

(5) rulofl restricting individual enhancements; 

ffi) publicity of assessment and power of assessee to enter an objeotion 
w hich is decided and then goes to the Government for consideration 
before assessment is confirmed. 

But in addition there is the personal element: the judgment of the officer 
who has no grudge against the people he is assessing and no pecuniary interest 
in the result of his calculations. It is not in the interest of the Crown to 
overassess any raiyat. And the Settlement Officer is there to see to the 
interests of the Crown. The position of the private landlord, wdio probably 
does not trouble to make his own as.si*.ssment», and of his staff are quite 
different: and they are to be judged by quite different standards. ^ 

The second statement is misleading and false. The comparison between 
the permanent settlement-holder and the cultivator holding from Oovemment, 
although not at a fixed assessment, is misleading. The comparison should be 
between cultivators holding under Government direct and cultivators holding 
under private landlords. The former are secure in their holding and in their 
title to it. The rent is fixed for a fixed term and dt>es not fiuctiiate and they 
are not liable to arbitrary exactions. The latter, even when they poaaeas a 
nominal legal title, are not secure or free from liability to ejection force, 
if they displease the landlord or his agents. They cannot afford to fimt their 
landlord in the courts, save in exceptional cases. Their r^t m Heble to 
enhancement. And they are liable to be made to nay ceaaes at diacretlon 
of their landlord. Of course there are good ana just landlorde. But the 
position of an independent cultivator under Government is far superior to that 
m a tenant under a landlord. The former is his own master. The samtndaFa 
^raiyat Is not so* 
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The third f^tatement may be true for the part of the country from which 
fSardar Giilab Bingh comes. It Is untrue of Assam. Of course, there are had 
and corrupt Government servants in Assam as elsewhere. But the revenue 
.collection and land records staffs in Assam are drawn from the people a numg 
whom they live : and as they have an interest in hereditary appointments or in 
prospective pensions and as thev are chosen as the most efficient of ^eir olaet, 
ibey are probably superior in nonesty as a class to those among whom they 
live and work, t have no doubt that in the matter of tyranny and eztortiQii 
they are superior to the ordinary run of underlings employed by Indian 
landlords. 

The time of payment of revenue in Assam is fixed after a careful oonsidera- 
tfon of local circumstances and the time varies in different tracta. Where 
the raiyat pays his revenue from his rice crop the dates are the 15th January’ 
and 16th February : in mustard areas it is the 16th March : in jute areas the 
J6th November. And applications for a change of date are considered. 

The cost of collection in Assam is given below : — 

Rupees 5,63.600* on an ordinary land revenue of Rs. 89,09,078. t The total 
• K.tim»u. »«r 1024 - 28 . against the head of land wvenu^a Ra. 17.82,^ 

f Ai'tiiai rt>v«ntie ♦or af^cordmg to the budget for 1924-25. This includes the 
'1328>24. collection charges mentioned above, the cost of the 

Assam Surveys and the Land Records staff, as well as the charges for Survey 
and Settlement : and a small sum for management of estates under Act X of 
1892. The percentag-' including all the.se charges and calculated on the ordinary 
land revenue only is less than 19-7. And the staff maintained ie used for 
many other purposes, e.g.^ collection of statistics, census, cattle census, agri- 
cultural loans work and miscellaneous enquiries of many kinds, such as enquiry 
In case of general calamity or distress, not to speak of some semi-judicial work. 

Q, 99 , — The question is not clear. The prices of produce form only one of a 
number of factors in estimating what would be a fair rent. In any case no 
^ne can estimate in advance the nature of the seasons in years to come and the 
outturn of future harvests. The rents fixed allcw^ for fiuctuations in the 
.seasons. There are also means of reducing rents in times of calamity. 

Q, 200 , — With regard to cultivators the revenue assessment fixes the rent 
>bey shall pay for the use of their land. It does not fix the proportion of the 
raiyat’s inctuii© which he is to surrendi'r. It is true that formerly (and to some 
^tent at present in the case of private rents) the assessment was a fixed 
oroportion of the gross outturn of his crop. A fourth of the gross produce was 
considered not unfair. To-day 60 per cent, of the gross produce is sometimee 
taken by private landlords. 

Of course if it is held that a raiyat earning less than a fixed income of 
Rs. 2,(X)0 (or any other sum) is to he exempt from land revenue, the argument 
would apply with equal force to raiyals holding under and paying rent to 
Indian lamllords. It is open to them, therefore, to show the way by adopting 
this custom. They are not likely to agree to such a proposition. The effect of 
any such provision tvould he to encourage had farming on as large areas ns 
eould be then held free by the raiyat. Whether such exemption would affect 
fract ionisation it is hard to any. In any case it would be nec'essary to retain a 
fitaff for assessing the income from all sources of each raiyat. Such a staff could 
net be trusted to make an assessment of any value, even if they could be 
trusted to be honest. In any case they would not be less numerous or more 
honest or less rapacious than the present revenue settlement staff, not that this 
is bad considering the class of men from which the staif is drawn. 

Q, 101.— It has always been the policy of tha Assam Government to 
encourage the raiyat to apply for mutation punctually and regularly in order 
that his title may be correctly registered and that our records may be correct 
and that the collection staff may thus know who is responsible for payment. 
To that end uncontested mutations if made in the field are done free : and 
the tees in mutation eases filed in office are low, vide rule at page 102, 
Chapter III, Part II, Land and Revenue Regulation, 

A correct record is worth the trouble involved in its preparation and 
pnaintenance from the point of view of both Government and tne raiyat. 
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FractionisAtioQ of holdingit in checked to oome extent by the rule tbrnt no leait 
ie issued bearing a revenue less than one rupee, however small the area of the 
holding may be. Wliatever may be tht. case elsewhere, the proposal to tax 
mutations is unsuitable for raiyatwari areas in Assam* 

Q, 102 . — There are no state irrigation schemes in Assam : and I have no 
knowledge bow they are nm. Irrigation is not a natural resource but the 
artificial application to land of a natural resour^ fw*ater). The landlord who 
spends money on irrigation is entitled to share in the resulting profit whether 
the landlord be the State or a private person, 

(J). JOS . — I presume the question applies to tern ^rarily •settled areas. The 
slternatives stated in the question are not mutually exclusive : nor do they 
exclude other alternatives. I see no great value in uniformity in these matters. 
The conditions of towns vary and considerable discretion ought to he allowed 
in each case to Government and its local officers, I would be strongly opposed 
to any proposal to make over the settlement and assessment of land in towna 
to local authorities. It would be unwise to add land jobbing to their other 
activities. And there is no reason why the general revenues of a province 
should be deprived of a source of income of increasing value. 

Q. 104 . — I should not attempt it, until I had first decided exactly what I 
meant by the word “ incidence.** Incidence on what? Poes the queati(m 
refer to incidence on the individual, incidence on the total area, incidence on 
the settled area, incidence on the cultivated area, incidence on the family or 
on what? ^ 

I should be inclined to compare the incidence in each case noted above, 
faking out separate figures for land in towTis and land outside towns, land 
permanently settled (in towns and outside towns) and temporarily-settled land 
?inside towns and outside towns). 

The compilation would involve an amount of trouble probably entirely out of 
proportion to the value of the results. The best way to make a rough com- 
parison would be to take typical examples of agricultural areas in different parts 
of each province, each area to be about 100 square miles, work out the figures 
wanted for each area and then compare them. The results would probably be 
nearer the truth than would be figures obtained by juggling with official 
statistical returns. For a tnic comparison should be has^ on a foundation 
of similarity. No comparison of assessments on soil units would be of the 
least value unless the central soil factor of 10 (for instance) was applied in the 
case of each province f^ a land class of exactly the same nature. It is not 
necesKary for the purposes of that a soil unit should reprt*sent the 

same value in different districts or subdivisions of districts. 

T suggest that all incomes derived from rent of agricultural land (excepting 
rents of less than Ra. 100 a year realixcd by a cultivator) be treated aa Income 
derived from investment and not as income derived from agriculture and be 
taxed accordingly. 

At the same time T would allow the landlord a full deduction for all atimi 
spent on iniprovoTiHUits, ]danting of wnter-hupply . schools, hmpitalfi, 

roads, maintenance of public places, markets or on any other work intended 
for the benefit of his tenants and the surrounding countryside. 


Mr. Barnet gawe oral evidence aa follows 

Thr Prrmhni. Q . — Yon are the Commissioner for the Assam Valley P 
.4.— Yes. 

Q . — Yon are also the Conimissioner in charge of Excise and Land Revenue? 
.1. — There are two Commissioners; both of them are in charge of these 
subjects, so far as their oa*n division is concernixl. 

Q , — May we take your answer to question No. 10? The total land revenue 
is about 92 lakhs of rupees. 

.4. — Yee. 
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Q , — ^About one««lerentb of that consists of itoms otho^ than the land rerenue 
assessment. 

A. — It is roughly about 10 per cent. 

7>r. Paranjpye, Q . — ^May I ask you what the redemption of land tax is? 
Have you any riile allowing cultivators to redeem land revenue? 

A, — I know very little about it, but I think there are rules under which 
permanently-settled holders can redeem the whole of their land revenue. 

The President, Q, — It is probably the same thing as in the permanently- 
settled areas in Bengal. 

A. — I think it is very much so. 

Q , — Do Government maintain their right to the fisheries in all the rivers? 

A. — ^They do in all the rivers in temporarily-settled areas. In the per- 
manently-settled areas, the zarnindars have no right in the navigable channel 
of the Brahmai»utra, and T tViink the same thing applies to the other rivers, 
because th<?y were not included in their estates when the permanent settle- 
ment WAS made. 

Q . — You have dealt with mutation in answer to question No. 101. Gould 
you tell tis what the amount of the fee is? 

A. — I cannot toll you off-hand. I think it is given in the Assam Land 
Revenue Manual. 

Q . — You refer to reyenue from quarries, mines and mineral oil. Can you 
tell u» th© dc'tails of the taxes levied on minerals, including mineral oil, in 
this province? 

A. — I do not like to give casual figuroK. I can get you the informatiou 
Part of the revenue from oil is, 1 think, levied on th© outturn of crude oil. 

Bir Percy Thompson, Q . — ^It is a sort of royalty? 

4. — That is so. 

The. President, Q , — In your Land Revenue Administration Report you 
refer to recxnpts on account of royalty on coal and oil and dead rent in 
oil. What are these? 

A, — Dead rent is an acTOOgo rate on the area coven-ed by the lease. 

— Are all those minerals on Governnituit land or are some of them in 
permanently-settled areas ? 

A. — All are on Government land 1 think, and most of them in the Dibru- 
garh district. 

S . — Can you give us a note of the various taxes or cesses levied on minerals 
le province, how much goes to Provincial and how much to Central? 

A. — Yes. I shall send you a note. 

Q , — Tium you have a poll tax levied from the Miris and Singphos in the 
Lakhimpur district. 

A. — That is a ta.x in lieu of land revenue. A great many of these people 
are nomad ic^, they live in imsurveyed areas and the most convenient way 
to assass them is to levy a poll tax. 

Q , — Is the poll tax different from the hoe tax? 

A. — They are really different names, but practically they are assessed on 
the household. If two families live in the same house, they would be regard- 
ed as two families. 

Bh' Percy Thompson, Q, — Is it a fixed sum? 

A. — ^Yes, a fixed sum per house: in most of the hill districts, it is Rs. 3 
and Ks. 2. 

The pTCsident, — ^The Land Revenue Regulation says that the Chi 3 f 

Commissionor may direct that in lieu of the revenue assessable on any land 
there shall l>e eolU’cted an annual tax on each male person who has completed 
the Age oi eighteen years taking part in the cultivation of the land at any 
iiine during the year of assessment^ or on each family or house of persona 
taking part as aforesaid. 
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A. — As a niattor of fact it is j^nernllv lovieil on houses in the Xagn lit Us 
and in the Garo Hills; hut if two families live in the same house, they womd 
be rejtnrded as two houses. 

Sir Prrrtf Th^nnjfmn. Q . — Is it Hs. H a faiuily? 

A . — It is Rs. 3 in the better-oflp areas and Rs. 2 in the others. 

The PrrMtlrnf. Q . — The poll tax is levieil from the Miris and Singphoa 
in the Lakhimpur district; atul house tax is levied in all the disiriota of the 
division except Goalpnra and Dnrrang. 

.1. — I think the poll tax is levied on men over 18 years of age> hut 1 am 
not sure. 

♦Sb’r Percy Thompson. Q , — Where you do not have land revenue, you can 
have either a poll tax or house tax and in some disiricta the poll tax is taken 
on every male over the age of 18 and in others the house tax is a tux on 
iainilies. 

.1 . — The house tax is really on the head of the house. 

Q , — Do you remeinht'r what the rate of the poll tax is? 

A . — I cannot say. 

Q . — It must be scuiiething loss than Rs. 3. 

.4. — It is not on each member of the family. 

— The house tax is on the family ns a whole? 

.4. — It is really on the head of the family. • 

(J . — A family moy consist of 3 or 4 adult male mombers, 

l.~ In practice that do<*s not arise, iKKrauso when a young man gets 
m.ivried, ho generally moves to another hoiisi>. 

(J . — Rut a family may consist of children of, say, 19, 20 and 21 years of 

:>gc, 

.1. — That happens occasionally. If they were living with their parents, 
tln*>' would be covered by the assessment on tho head of the family ns regarrls 
house tax. 

7>r. PaYauipijc. Q , — Who assesses this poll tax or house tax? 

A . — In the Naga Hills the villages are counted ovciry two years by a 
British officer or by one of the Extra As.sistant Commissioners. 

Q , — Have you got any village officers in these villagos? 

.4. — They' are all illiterate; the headman of each village is the represen- 
tative of government in the village. 

The President. Q. — Is not the poll-tax the same as the capitation tax? 

In column 9 of the statement you refer to poll, capitation, house and hoe tax. 

.4. — They are really different names, but very much the same. 

Q. — There is another tax called dao tax. 

.4. — 1 do not know much about it; I think it is practically the same as 
the hoe tax. 

Q. — Can you give us any idea of tho extent of these taxes? Are they levied 
in all the districts in the Assam Valley Division except two? 

.4. — They are generally levied in the districts of Kamriip and Xowgong 
on tribes living in the low hills. 

— That docs not mean that they are levied on all inhabitants living in 
these districts. 

A*— They are only levied in the tracts inhabited by jungly people who are 
not assessed to land revenue. 

Q . — ^Practically these taxes are all the same. 

A. — ^They all work out to very much the same. They are levied in slightly 
different ways in different districts, having been introduced by different 
offitjers. 

they levied on the irhole tribe or on the member.^ of the tribes that 

cultivate? 

A, — is generally on the household. 
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Q . — Whethfjr they hare land or not? 

A. — In most of these ca^ they may not have individual property in land* 
They clear a jungle, keep it for two years and then throw it up, so that the 
amount of land taken up by each family is uncertain and changes every year. 
They decide this year that they would take up a certain area ; after two years 
that area is abandoned and a new one is taken up, so that you never can 
know how much land each man has got in a particular area, because it 
depends on the capacity of the family for work. And if there is sickness in 
any family the women also go out to work. 

Q , — So it comes to this: that you tax every family? 

A, — Practically that is what it means. 

Q . — You allow jungle clearing freely? 

A. — In certain areas it is allowed and among certain tribes. The best 
instance is in the Garo hills where the village boundaries are known and the 
particular village may cultivate anywhere inside the village boundaries free 
of any tax. But members of other villages may not cultivate inside that 
area without paying rent to the head of the village 

Q , — Are they allowed to take also water? 

A.— That is a question which hs^ not arisen. 

Dr. Paranip}fe, (>.7- What do they do with the timber? 

A. — ^They generally burn it. 

The President, Q, — Are the 'grazing dues* payment for grazing in* 
forests ? 

A. — Partly. If they are for grazing in reserved forests, it goes to the 
forest revenue. But it is generally for grazing in what are known as " un- 
classed State forests/’ that is, land not included in reserved forests but at 
the disposal of the Government. 

Is the permission to graze for a specific piece of land or is it simply^ 
on the number of cattle? 

A. — There are certain areas reserved for professional graziers, but they 
are not obliged to (;$raze inside those areas. A question has arisen about the 
liability to grazing tax of raiyats* cattle and the rules are being revis^ and 
tho matter is under discussion. The old rules are unsatisfactory because tlie 
question has to be decided in each case whether a man is a professional grazier 
or not; and if he was not he was exempted. 

* is practically a tax on the professional grazier? 

A. — ^Yes; it is a tax on his trade really. 

Sir Percy Thompson. Q, — ^You were talking now about mutation fees. T 
see that the total for the whole year is only Bs. 66 (Col. 6 of the Statement). 
It is very small. 

A. — A petition for mutation ought to be stamped. Probably the revenue 
will come under stamps. 

The whole total of these miscellaneous items comes to about llj lakhs 
of rupees out of a total of 92 lakh«. >l seems to be a large proportion. 

A, — Yes; but it is entirely separate from the ordinary land revenue. It 
is merely a collection of miscellaneous items. 

(^.-i^What is your real land revenue? 

A.-— The figures are given in page 8 of this year’s budget. The revised 
estimate for 1924*25 is 90*26 lakhs for ordinary land revenue ; the accounts for 
1923-24 are 90,67,921. 

The President, Q.—* With regard to question No, 12, the point I should like* 
to know is what you would include in calculating the total taxation of the 
province; because we are instructed to make adjustments within the present 
limits and we nr© askinl whether any part of the revenue from forests falls- 
within the definition of tax. 

A. — ^It depends upon what is the defim%ion of ' tax.* 



Q. — Boughlj speaking, it is a compnlsorj payment for the go^ of the 8tate 
for which the payer gets no specific return ; that is the limitatton imposed by 
most of the modern writers. If you accept it, then does forest revenue cmne 
under tax? 

A. — 1 should call it a tax. 

Q, — Don’t you get a specific return in graaing, timber and so on? 

— Xo; I do not think so. You might get the timber without or with 
the tax. 

Q , — For any payment you make to the Forest Department you do get a 
specific return? 

.4. — It is not quite that. You do not get the thing uuloss you make the 
paj'tnent. 

Q, — In the case of income-tax you get a general return from the State. 

.4. — I think the return has got nothing to do with the taxation. 

Sir Percy Thompson, Q. — If it is not a tax, you get a quid pro qua for 
your payment. If you get wood for your paymtmt, then it is not a tax. 

.4.-— But if you can cut your timber free in the forest? 

< 3 . — ^You draw a distinction in your answer to question No. 96. You say 
“ A tax is a levy in money, in kind or in service imposed by a ruler or under 
authority derived from a ruler on a subject. A rent is payment made in 
money, in kind or in servic'c for the use of land or of buildings standing on 
land.” In the one case you get a specific return whensyou call it a rent and 
not a tax j and in the other case you get no specific return and you call it 
a tax. 

A, — Hut then rent is also a tax. Tax is a wider term than rent. Tax 
may take the form of rent or duty or anything else. 

Q. — The terras ‘ rent * and ‘ tax ’ are apt to be used loosely. Take, for 
instance, the case of England, where the tenant pays rent to the landlord. 
You wtTidd not call it a tax. ^ 

A . — Because it is not taken by the State. 

The President, Q, — Then we take it that you consider that you ought to 
include forest revenue in the total taxation? 

.4. — I certainly think that forest revenue is a tax. It is a iimans of taxing 
the people for the use of timber. 

Sir Percy Thompson, Q, — When I want some firewood I use my money. 
How is it different from my going into a shop and buying? 

.4. — Only the difference is that in the one case the State is the person to 
impose the price that you have to pay for the privilege of cutting in the 
State forests. It is not the case of the State having the firewood for sale. 
If you want to take firewood from the Oovernroent forest, you have to pay 
a certain sum of money before you do it irrespective of the market value of 
the firewood. 

Q , — On that analogy surely the price you take for railway tickets is a 
tax. 

A , — If it is a State railway, certainly there is an element of taxation in 
it. A tax is fixed without reference to the market values. 

The Premlenf, Q, — But supposing you have two forests, one belonging 
to the State and the other to a private landholder; and the State sells the 
timber at the same price as the private landholder sells it. Do you still say 
that if you buy from the State you are paying a tax and if you buy from 
the private man yon are not? 

A, — ^Yes. I think it is correct to say that the payment made for permis- 
sion to extract the forest produce is undoubtedly a tax. 

Sir Percy Thompson, Q, — If the whole land is nationalised, then taxes 
would go up by leaps and bounds ; be<*ause things which in the past had been 
payments to private individuals would become taxes in a aysi^ of nation- 
Almtion because they are payments to Government. 
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A , — That irill be the cn^e if you antiofialise the permanently-settled land in 
Bengal ; the money will <*;o to the Government. 

The Pre«ident, Ql — In answer to question No. 28 you say Under repre- 
sentative institutions the liability to perform the duties of citiaenship would 
seem to form the qualihcation for representation.’* Would you regard service 
as one form of taxation and one form of contribution? 

.4, — Yes; I regard cornpiilsory service as a form of taxation. 

Q . — You would advtK'ate servift* svs a form of taxation? 

.4. — As a limiter of fact we do requisition services in Assam. In some 
eases we requisition frc»e service. 

(J , — We havoVitiiesses wlio recommend that instead of taxation on :he 
poorest classes you ciiii take some service from tliem. 

A. — There is a great deal to be said for it in regard to savage jieople 
and it is actually done; for example, in the case of an expedition. There is an 
ambiguity as between taxation in money and other forms of taxation. My 
point was that taxation in money was not a necessary qualification for citizen- 
ship. 

Q — You w’ould not advocate giving voting power to pet>i)le who pay no tax 
and giving them power to tax the rich? 

A Nt). 

— ’Would you confine taxation to non-es-sentials ? 

A. — ^^Yes; if it could be done. 

Q . — But is it not tlie modern idea that everybody should know what he 
i.s pajdiig and why he is paying in order to control his re{>reseiuative.s in 
the l^egislaturo? 

A. — That is a view whirh I do not symi>athise with at all. 

— You do not feel that indirect taxation weakens the sense* of citizen- 
ship? Does not your direct taxation give you a very live int€*rest in wliai 
your representatives are doing in the Legislature^? 

A, — I do not think so. 

(?. — With regard to excise, in answer to question No. 66, you say ** The 
vendor has to pay a license fee which is calculated as a vend-fee realised on 
the London proof gallon.” I see a reference elsewhere to other methods; one 
is the auction method and another is the tender method. 

A. — Yes; the auction system is becoming rather unhandy just at i>resent 
because everybody knows wliat the maximum bid will be. 

Q, — Then, why do you impose the maximum bid? 

.4. — Y^ou ha\'e to do that; otherwise they bid so high tliat the shops cannot 
honestly run at a proht. For instance, take opium. They would offer bids 
which would leave them no profits at all, with the deliberate intention of 
muking profit out of illegal practic*es. 

— Y"ou will have to prevent such practices, by taking drastic measures 
against dishonest vendoi's. 

A. — Is it correct for the State to make settlements knowing that you are 
driving the settlement holders by competition to resort to illegal methods? 

Q , — ^You don’t drive him; he does it hinxself. If he deliberately goes into 
the business with the intention of making illicit profit, you can break him 
and <^1110 same thing would not happen again. 

A. — ^We fix the maximum bid and if there are a number of persons who bid 
that amount, we make a selection out of them. 

Q , — Does it work better? 

A, — Yes; much better. At present they are doing it by tender for each 
shop. The tendem are opened by the Deputy Commissioner and after consul- 
tation with an Advisory Committee he selects the settlement holder. 

— I find from the last year’s report that the tenders were extravagant. 



A . — ^That WHS becaus€« the thinsc had not been explained properl.v to the 
bidders. This year I had made it known that extravajc»nt bids would not 
be noticed and the consideration of the Coiiimiiteo would only be given to 
reaaonable bids. Therefort?, in the two dist riels it? which it has been tried, 
it is working perft*etly tvell. We miv we are not going to aewpi a hid above 
a certain amount. Of course, it will leave a profit to the man. This is 
simple and solely to see that ho may have no excuse for illicit practices. 

y. — ^But does it make him loss liable to resort to tho«e v>ractices? 

A , — There are lots of r%>spiH'table people who won't take Ihofio licenst^ o.i 
any other terms, because they <lo not want to take the risk of going to jail 
or btung subiexted to hoaty penalties. 

O. — Your view is that if you have the system of auc tion, people know* the 
biddings be high and d^vent and /e.spcc*tnlde men won't com|»ete. On the 
other hand, if you have a iiiaximum tht^re will be a chance for decent men. 

.4. — That is whai T mean. If you are going to have unlimited auction, tho 
man who goes in for illicit practici^s always outbids the honest man. 

— How are you going to select men when they do not compete in the 
auctions y 

.4. — Selection will he made among the competitors. 

(Ji The* report siiys that cvc'ryoof* olfci-s the maxiintim. How are you going 
to distinguish the honest from the dishonest,^ 

.l,~ Ma\imiuii there means the fnaxinniin hid at #hich you nr© going to 
settle. It is not thf‘ luaxitnnm of the extravagant bids hut Iho maximum 
fixed by th<‘ Commissioner after allowing a certain percentage of the profit. 

Q . — But do the competitors know what tho maximum isP 

A. — They are not supposed to, hut they generally have a working idea. 
For instance, take the opiinn .shops here. They know that a profit of Us. 3 per 
seer is allowed, and what the maxiiitutii sale in a shop is likely to be. 

J>r. Paranjpyt'. Q. — I>o©s it subject Governme'tit officers to very strong 
temptation ? 

A. — I do not think so. 

Q , — When this system was tried in Bombay it w.as found that tho whole 
excise staff was rorrui>t. it was tinally given up. 

A, — T have no reason to think so as regards Assam. 

The rrrsuient, Q , — In other provinces they have been reduced to selecting 
licensees by lot. 

A , — That was tried l>y a I)eputy (' anmissioner this year. He put the natncH 
of the selected licensees into a box and drew* lots with the rt^suli that a lot of 
decent people who had carried out tho rules lost their shops simply as a 
matter of luck. So J had to reverse the whole thing. 

Q . — On what principle do you go? 

A, — Provided they had not committed any offences in the previous year, 
wherever possible 1 put in the old licensee if he was a good man. 

Sir Fercy Thompson, Q , — The unlimited auction system breaks the honest 
man and helps the man who commits most illicit practice. 

A. — I think that will be the natural effect. 

Q , — If you adopt the system of taking the old licensee, it will create a sort 
of Tested interest. 

A. — ^You can have a consultation with the local Advisory Committees. 1 get 
that kind of argument from people who had licenses for 20 or 25 years. Quite 
recently a license was refused to one man, though he had held it for the past 
twenty-five years, owing to the fact that he was fined for three offences oon- 
nected with selling liquor. I said I not going to take him again unless he 
promised better behaviour next year. 

The Presulent, Q , — If you have a w^eaker successor, the old licensee wiD 
.have a permanent settlement. 

A . — 1 do not think 1 will have a weaker succeeser 
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From the figores yoa gave, tiiere has been considerable illicit distilla* 

tion. 

A. — Yes. The increased number of cases arose partly because one month 
we took special measures to suppress offences. 

Q . — If you had a competent staff working all the twelve months, you would 
have a larger number of cases. 

A , — ^That is quite so. But from the revenue point of view, I do not know 
whether we should make a profit. 

Q . — ^The review says that it is idle to pretend that these figures give any 
indication as to the illicit traffic. 

d. — ^The fact of the matter is that distillation goes on in remote places 
where it is very difficult to control. 

Q . — In tea gardens? 

A. — Not much distillation, but n ,iood deal of brewing. 

Q . — ^The sale of rice beer is prohibited? 

A . — But anybody can brew it for his own use. 

Q . — It is stronger than country spirit? 

A. — Not in every case. Ordinary rice beer is not strong. The Cachari 
liquor is strong. During pujas they brew particularly strong liquor. 

Q . — Is there much drunkenness on jtachwai? 

A. — There may or inay not be. 

Q , — ^No attempt is made to control it? 

A. — Beyond the prohibition of selling and prost^cutions, nothing. 

Q , — Are there raemljers in the Local Council w^ho are for prohibition? 

A . — ^There are certain members. 

Q , — Do they know how pachwai is being used? 

A. — Some go so far as to excommunicate people when they drink anything. 
Q , — Do you get any duty on foreign liquor? 

A. — It is a question which has just been raised. We have now made 
arrangements by which the duty will be credited to the Assam Government. 

Q, — ^YoH have not got last year’s credit as yet ? 

A. — I do not think so. 

Q. — On what principle do you fix the fee on foreign liquors? 

A. — Generally we fix a lump sum fee. Country liquor license fees are 
fixed according to the number of proof gallons sold. 

S *.— You have not got the Bengal system of decreasing the proportion of 
t as the sales increase. It has bwn very successful. 

A. — ^No. I think that would be a splendid thing. 

0* — ^Do you get wild panja here r 

A. — ^Yes. People collect it and sell it. If they cultivate it the plant im« 
proves and you get a stronger intoxicant. 

Q, — You refer to its being mixed with Bengal ganja. Does it bear any 
resemblance? 

A* — ^They try and mix it. 

Q , — ^You have got a tremendously heavy duty on regular gania and you 
are i^owing free cultivation of something which is comparatively similar. 

A, — ^Tou cannot help it; it is growing everywhere. 

Q , — ^Would it be impossible to prohibit the cultivation of hemp by a heavy 
duty? 

A.~You cannot pndiibit the natural growth on waste lands. 

Qn^^You pay 26 rupees per seer? 

A. — ^I cannot say exoept roughly. 

^.'--That is a very extraordinary price to pay, is it not? 
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A. — I do not think so. That i% a mattor of contract between the goUAdan 
and rendora* 

Q , — Doea not Oorerntnent Jtiako n contract r 

A . — 1 do not know. 1 cannot tell you as I have never enquired into thia 
point. 

Q . — You say you fix maximum pric‘e« for opium, do you Bucceeii in enforcing 
them? 

A. — ^Yea. Very heavy penalties are imposed. If anybody is found selling 
opium aliove the maximum pri<*e. he will get hts lictutse oan<H»lle<l and lose his 
two months deposit. Riither than increase the prit'e, they sell by short weight. 
And the cfonsumers inform us where they get short weight. 

Q , — What do you think of the prop4)sa] to have pills manufactured at the 
Qhasipur Opium Factory and issued for sale in sealed bottles? 

A. — I think it will be a very interesting experiment: but the experiment 
will have to be tried very carefully. Supposing there is found to be a bit of 
mud in the pill instead of opium. Government will havo to be very careful in 
manufacturing this. 

Q, — Don’t you think the factory would do the work honestly? 

A . — I do not know. If you have thousands of seers of opium and are 
making thousands of pills, 1 think it will be very difficult to control. 1 would 
like to try this experiment as a prevention of short weight selling. 

Q . — You register the consumer in certain districts? ^ 

A. — Yes, in Goalpura district it ha.*! been going on for one year. It is 
being introduced in another district this year and next year we are going tO' 
introduce it in the whole of the Assam Valley Division. 

Q , — Opium is used very little for smoking, but mostly eaten ? 

A. — Yes. A man from outsidt* v ho comes into Assam will be allowed for a 
few' weeks to obtain a special pass, but the idea is if he does not obtain that 
permii^, he will have to give up ojuniii or stay away. 

Q . — Is opium commonly used as a domestic remedy? 

A. — Yes, that is the reason why so many people take to opium. They begin' 
to eat it as a remedy first. But the Assamese look with great contempt on 
opium eaters. 

Q , — ^Does the shop ration correspond to the total of the registered con* 
Burners’ ration? 

A. — That will be when the registers are completed. As the opium is sold 
in whole seers, the shopkeeper will have always a little in hand. We cannot^ 
therefore, w’ork it out exactly. The total ration of a shop won’t be fixed' 
exactly w'ith reference to the total aniouiit of consumers’ demand on that 
shop. Y^ou cannot issue to the vendor from the treasury a fraction of a seer. 

O . — Is not your system that you have a definite quantity to be sold at 
fixed prices to fixed people? 

A. —No. 

— ^You cannot issue opium through dispensaries? 

A. — You could not ask the doctors to give their time for this work. After 
all, you allow lls. 3 to Its. 5 profit on each cake of opium. The vendor likes 
to have opium in his shop even if you allow' a very small profit because it 
enables him to posh his trade in other things. 

Q . — Would it not be the best plan to deal with it ? 

A. — think our present plan works quite well and saves lot of trouble. 

You refer us to a circular of 1913, can you tell us w'hat that circular* 
is? 

A. — Here is the circular 1 have referred to. 

Q , — ^Do you favour the formation of an Excise Criminal Investigation De» 
partmentP 

A« — 1 do not think that in Assam the separation of Excise and Police detec* 
Ure work is very sound I would prefer to have it under one oontrolP Ww 
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are making experiments now, with a riew to letting the police do the detective 
work. 

Q, — You have abolished some excise staff? 

A* — ^Yes, that was done as a measure of economy. As a matter of fact 
our excise officers are not good detectire officers. 

Q, — Don't you find that the Police have got much more important work to 
do and tend to neglect excise work P 

A. — But there are plenty of rewards given for these cases and this will 
induce the police to do this work. Of course we only want them to do this 
work in conjunction irith the excise staff. At present the police do not ordia* 
arily touch excise cases. 

Q . — In Sylhet you have abolished the excise staff? 

/I. — Yen, the work has been handed over to the ])o]iee. It is worked by the 
Superintendents of Police. I do not know much about it. I think the In- 
spect ors have been ahoHshed. In the Assam V’^alley we abolished the Excise 
Biiperinteiident in one district. 

Sir Pvrcy Thompaon, Q, — You say the restriction in the number of licenses 
cannot result in the increase in the value of the shops in those cases where the 
prices of liquor to the public are fixed by orders and the alcoholic strength 
of the liquor is fixed by Government. Supposing you have 10 liquor shops in 
a given area, will they not be mort^ valuable than if you have TOO shops in the 
same area? ^ 

A . — That might be. But there is no monopoly value over and above tho 
profit you would get before the amalgamation. There would be no increase in 
profit as it would not be a monopoly system as tho maximum price is fixed. 

Q. — Don't they make 10 times tlie profit? 

A, — ^The Government would not get more profit. You don’t get any 
monopolist profit. 

The 1lon*hlf' Sardar Jogrndm Sinffh, Q . — Your point is that land revenue 
is in the nature of a tax or the element of taxation is not absent from it? 

A. — It is R tax taken in tho form of a rent. 

Q — Your criterion would be that the prosperity of the tenant continues 
to improve f:*teadil 3 ^ as has happened in Assam? 

A. — If it is properly worked. 

Q , — You favour no change in the policy? 

A. — I think in our raiyatwari settlements we are doing very well and I 
think the sj^stem is quite good. 

Dr. Paranipye, Q , — ^Do you think that cultivators in those districts undet 
permanent settlement are n good deal less prosperous than in the raiyatwari 
areas P 

A. — T do not know if I would say that; but I think the cultivators in the 
perm anently>se tiled districts are in a rather less favourable position than the 
ataall tenant under the Government. 

(?, — Which are the more pro.s[»erous districts generally speaking? 

A. — It is very difficult to say. Personally"! think the raiyat under the 
Government is by far better off than one under the zamindar. 

The PreHdent. Q, — You have an extraordinary variety of systems* 
Could you illustrate some of them? Permanent settlement is the same as in < 
Bengal ? 

A.— Yes. 

Q. — Temporarily-settled is ordinary raiyatwari? 

A. — Temporarily-settled periodically estates are those over which the raiyat 
has^ got a permanent right of occupancy, hereditary and with the right of 
selling subject to resettlement of rates of revenue. l%en there are the annual 
leasM which do not give him any right at all, but unless the raiyat gets a 
notice six months before the end of the settlement he has got the right to a 
rsnewid. 

Q.--YYhat are the annual leases? 
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A , — They are applicable to people who clear the lands at»<? then begin tc 
grow crops on them. They are generally for fiuetaating cultivation. The lee^w 
are asses^ only on the area they take up actually for cultivation. Supposing 
a raiyat wants to take a new plot of land he con go and work on the land and 
every year it is measured up and settled. Anybody who is found in possession 
of a hit of land is assessed. 

Q . — There is no land re%"enue attached to the land? 

A. — No, The rates are fixed, but there is no revenue attached to the parti* 
cular field. For instance, a man takes up a bit of land and the rate for waste 
land taken up is fixed at such and such a figure according to the claasification 
in ahich the land has lK>on classed at resettlement and he gets the rat© fixed 
for that class. 

Q . — At a settlement do you settle the whole of the cultivable land? 

.1. — Well, it depends ui»on the resettloiuenis. You only settle lands ac- 
tually found in possession of someone. You do not settle waste land. 

Q . — What we do in !\ladras is we settle the whole village subject to cortnin 
rules and any man can gt) and take up the area and pay th€» rates. It is 
assumed to have been taken under raiyatwari settlement P 

.1. — In that case when he takes up land in that way do<*s he get automati- 
cally transferable right? In Ai^sam it is not so. 

Q . — You have different rates for ordinary ciihivatic^ and special culti 
ration ? 

A. — B[»ecia! cultivation moans whore land is taken up for crops like tea 
w'herc the amount of capital is considerable. They are charged at a lower 
into. 

Q . — Then yon have ordinary raiyatwari with periodical full ratcMi? 

4 —Yes. 

<,t — Then you have uisf khiraj? 

A. — Yes, they are grants granted by the old Ahom Kings generally to 
religious institutions to Ih' held at half the rates of rent levied on the ordinary 
cultivation. The ordinary cultivation is what they call at khiraj rates and 
khirnl nieans half <»f the khirai and these grants are aHsess^nl at the 

hair rate.s. They are settled and cJfiMsified exactly as the ordinary cultivation 
A*i>/ khiraj are peri<»(lieal and rhissififxl for oik* year, 10 years, 2f) years. You 
will find the figures in Appendix I, page 3, L. R. Report. Th© rent is not 
permanently fixed but they are traiisferahle anti the holder has got the right of 
occupancy, 

Q , — Then yon have special settlements, what are they? 

A. — I cannot say off-hand. I can only give you the reference. It is in the 
Introduction to the Land Revenue Maiiiiai. 

Q — You take siMNual rates for town lands P 

A . — Tow^n land Hettlements are made separately. 

<?. — Under what lawP 

A, — I think it is under the land revenue regulation under the orders of the 
Chief Commissioner. 

Q . — You have waste land grants? 

A. — Yes, under the old rules. They ere old tea estates when tea was fimi 
cultivated. You will find the description of it in the same Introduction. 

Q . — ^Fee simple grants ? 

A . — ^There are very few foe simple grants. 

Q . — The bulk of the ordinarv cultivation is periodical on full rates, tem- 
porarily-settled at periodical full rates? 

A. — That is the main things 

O. — Did yonr Council negative the fnnd^ asked for for making a record-ol^ 
risdkis? 



A/— They did last year, but th^ have passed it this year. 

Q . — What is the effect of that on the programme? 

A. — Nothing; Government certiffed it. 

Dr, Paranjpye. Q . — As regards private landlords you say that you doubt 
whether there is any reason to suppose that there are many cases of oppres- 
sive rents. But the tenants, as compared with the Government raiyats, suffer 
from insecurity of tenure and liability to forcible eviction. Haven’t they 
got any occupancy rights? 

A. — Yes, they have occupancy rights, I think, under the Act of 1869, but 
forcible eviction is a negation of rights. That happens everywhere- You may 
have the right to remain on your land, but if somebody actually turns you out, 
your rights have not much value. 

Q,^l( you look at the figures in the table on page 374 of your written irtat^ 
ment, you will find that in Goalpara district there is an extraordinary rise in 
the number of cattle and in the cultivated area. The number of cattle in 1901 
was nearly 85, (XX), while in 1921 they rose to nearly 7 lakhs. What is this 
Aue to? 

A. — It is due to the very large increase in cultivation due to migration 
from Bengal, and extension of cultivation by the indigenous population. 

Q , — The population has gone up from 41 to 7} lakhs; on the other hand, the 
number of cattle increased by about nine times. 

A , — There has been a great deal of increase in professional graaing. 

The President. Q . — Is there such large migration taking place from 
Bengal ? 

A.— Yes. 

Q . — Do you restrict them to a particular area? 

A. — We are trying to keep them apart from the Assamese. 

Q . — The settlement rate for the Assamese is on the basis of a return con- 
eiderably less than what the Bengal cultivator would get out of the land ? 

.4. — All Assamese raiyat taking up a land does not pay less than the Ben- 
gali who takes up a similar piece of land. 

Q , — The Bengali does not pay more? 

A.— No. 

Q , — Actually the Bengali would get a very much bigger return. 

.4 . — ITes, that is because he is more industrious. 

Q , — If you leave the Assamese out of account and settle lands at rates cal* 
eulated for the more industrious class, you would get much more land revenue. 

A. — I suppose so; it is rather a difficult question to answer, because new 
settlers are entitled to consideration. Once they settle in, they would improve 
the land and make larger profits. 

Q , — Is it not a fact that your settlement is Advantageous to the Assamese 
Although he is a laxy cultivator ? 

A. — I do not think that; except in. certain out of the way places. Our 
eettlements are lenient. There is no discrimination made between one dess of 
persons and another. 

Q , — ^The discrimination is in trying to keep the Bengali out of the Assamese 
village, 

A.— That is only done because they do not get on well — it is done to avoid 
crime. 

Q . — ^If you look at the figures in the table again, you will 
find that in Sylhet district the population has increased by about two laldbs, 
while the number of cattle have decreased and the cultivated area has also 
decreased. What is the reason for this decrease in the Sylhet district as 
against increases in practically all the other districts? 

A.--One reason is that there is very little waste land left in Sylhet. 
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Q » — That does not mean that the cultivated area will diminish by five lakhs 
of acres. 

*4. — I ain afraid I cannot make any statenie nt otf-h and. I will try to find 
out why it is and send you a note. 

<?. — You say that landlords levy cesses at their discretion ; are there no 
laws to prevent them from levyinc these cesses P 

.4. — The raiyats cannot put the law into force. 

f\K — Tt appears to he an extraordinary state of atfairs that the raiyats are 
liable to bo forcibly evicted from their lands and cesses can be levied upon 
them at the discretion of the landlords. 

.4. — It is done all over Bengal. 

The I*re.<'nh rif. Q . — Is jute largely cultivated in Assam P 

.1, — The area under jute is increasing very rajudly. 

(>. — A suggestion has been made that Bengal should have the export duty 
on jute. If Assam lias any considerable area of jute mider cultivation, Assam 
would also ask for a share of the duty. 

A . — AVhy not P Tliat brings us to the export duty on tea. 1 ajn not 
prepared to sv)oak tor the Clovernmont, but vau.sonally T and other men think 
that it is unjust that the export duty on tea sljould bo taken by the Govern- 
mont of India and tliat ilie l^rovincial (Jovernment should get nothing out of 
it. 

f in)t the (boenimeut of India Miy iliat yon .have an opportunity 

of taxing •llioir landP 

.1. — Tlio duty on ton was put on ns a war monsnre on the distinct undor- 
stamling that it was to lie temporary. It is apparently going to contiiino, 
whifli is not fair. Anyliow it is a duty on an artielo which is grown in Assam; 
it has to compote with foreign tea and if wo have to pay the tax, we do hot 
see why wo sliould not get the rosult of it. 

Q . — Is it not a fact that the' levy of the duty has been made possible by 
the extraordinarily low incidonco of land roveuuo in Assam? 

.1, — That would he an additional reason to give us the tax. Tho land 
revenue rate is light, because tho dc'sire was to got tlio i>roviiico dovolopod. 
Tea is a very Huctunting industry. There is a boom now, sometimes you get 
periods of (le|»ressioii. 

Q, — C'^oiild you give us any idea by reference to iinrticailar estates what 
proportion tlie land reveiMU‘ bcar.N to tin* profits ni’ tin' <*statcp 

.1 . — I cannot personally, but it is very .small. 

Q . — You say that the cost of collection of land revenue is 19-7 per cent.; 
does not that exclude the overhead charges for Collectors and Commissioners? 

.4. — It includes the collection charges, the cost of the Assam surveys and 
the Land Records staff, as well as the charges for survey and settlement. 

Q. — But does that include any part of the overhead charge.s? 

A . — It includes charges wliich ought not to he included, e.g., tho profes- 
sional survey staff ; it does not include the general establishment staff. 

Q. — In your settlements do you have anything corresponding to what wo 
call the commutation rate? One of the factors taken into con.sideration in 
fixing the rates for settlement in Madras, for instance, is the average price 
of standard grains for the previous tiventy non-famine years. 

.4. — ^We have nothing like that, but the prices over a period of years are 
considered, 

Q . — ^What is the term of your settlement? 

.4. — ^The last settlements were for 20 years; they are just falling in now and 
the proposal is that the next settlements should be for 30 years. 

Q , — Is there not a considerable difference in the share of the economic 
rent that is taken between a settlement that is falling in now and waa made 
*20 years before the War and a settlement made last year? 

N 
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^.-Lxhere ij* bound to b€» a difference in the relation between the rent taken 
and the actual value of the total produce. 

Q , — That in an inequality you want to get away from.^ 

— You say that the revenue aHsesament does not fix the proportion of the 
raiyat’s income which he is to surrender. 

A , — He may have income from all kinds of sources. 

Q. — That in not income from land. 

_„Yhe income of the family from all sources is not considered in making^, 
a land revenue iissesMinent. The income from land^ is practically the same as 
the net value of the total produce. This income will be calculated practically 
on the net value : and the rev<»nue assessment has a relation to the gross 
produce; that, however, is only taken as a guide. 

Q . — Is there no attempt to get at 50 per cent, of the net? 

X. — If we find that the assessment is 50 per cent, of the net value in any 
case, that ciise will bo seriously looked into to see what is happening. 

Q, — Hut you <io not attem|)t to w’ork to that? 

A. — Xo. The relation of rent to value of produce is simply a guide. 

Q — Please reft?r to C|uestion No. 104. What we are trying to arrive at is 
in some way to compare the land tax in different provinces, and obviously it 
is no use dividing the land tax by the po[>ulation or by the area. The only 
thing that w’ould helf) us to arrive at the comparative incidence seems to be 
to take the firoporiion of the economic rent as compared with the net produce. 
If one province takes a fourth of the €H:onoiiiic rent, another a fifth, another a 
sixth and so on, you will have some idea of the comparative incidence of land 
revenue. 

A. — It would be all right if your land yielded the same every year, but it 
does not. 

(f — To get at the economic rent, w’oiild it not be as good as anything to* 
take the rents fixed by the settlement officer? 

A . — You would then get very high rents in areas where the population is 
very dense, and low rents in s[iarsely populated areas. 

Q , — Would not your land revenue also he low in a place like that? 

.4, — Probably where there is a great deal of wa.ste land about, your land 
Fevenue would be low, unless the soil was exceptionally fertile. 

The Hon' hie Sordor Jotjendra Sitiijh. Q . — You h.ave suggested that the 
best way to make a rough ooniparison would be to take typical examples of 
ggriculturul areas in different parts of each province, work out the figures, 
wanted for each area and then compare them. 

.4. — That would be a very expensive thing to do; and I do not think it 
would be v>ussible to get the results required in this way. 

The Pretddenf. Q. — Would not you do it by a process of sampling? 

A. — I do not think you would get a general average of any value. 

<?. — Would you tax all rents to income-tax? 

A. — Tliat is a suggestion I have throwm out for discussion. I would 
oertuinly differentiate between the man who actuall;^’’ cultivates the land (and 
who. I think, ought to be entirely free from income-tax so far as agriculture 
is concerned), and the man who simply receives rents. 

* Q . — Yonr Land Revenue Administration Report for 192;i-24 says that it is 
now nearly five nninths since the salt tax has bwn reduced to its former level,, 
but no appreciable reduction in the retail price is apparent. Have you any 
idea of ihe cause of that ? 

A.— 1 have no information at present on the subject. As a matter of 
fact, whenever the salt tax goes up or down, the effect is never passed on 
wholly to the consumer. 

this case it does not seem to have passed on even partially. 

A. Quite likely ; I have not made any investigation on the subject. 



Mr. C. dMSON, I.C.S>, Officiatiiig Coauninioner of Iiicoine»T«s 
and Inspector-General of Registration, Assam, 
was neat examined- 

TFnfffii memorandum of Mr. Gimson. 

Q. »*?>'. — The question is one of policy aiul therefore concerns the Oovern- 
inent, the public anti the Legislatures rather than the Income-tax Department 
which is concerned uith asse.ssinent and collection. On picncral uromuls I do 
not advocate :• ly iiume<liate increase in the rates of inct>in<*-tax. The tax is 
admirably adapted tt) a liiphly developetl industrial (‘luninunity and to other 
comniunities which are snfhciently advanced to maintain rejxnlar a<‘c«vunt« 
Whore, the.se conditions do not prevail, as in A.ssain. the incidence (»f the tax 
is uncertain and })rohahly inc<juitahle. Moretner, so lonj^; as s(*-callcd agri- 
cultural incomes are exenq^ted, the tax i.s fundamentally unfair, b(‘c-an8e the 
char^ye upon aKricultnral incomes throiijxh land reveniu* is not i‘oni|iarahle 
to the charge of income-tax upon incotiies from other soiirc(»s. 

If it is decided to increase the rates, 1 suggest that no increase should lie 
iin{)Osed on incomes of less than Its. .'bOlM) u year; hut that the graduation 
should he steepf^r after that. To propose rates of imua'asi' without km>wiiig 
the sum which it is desired to raise would be useless. 

Q. iilt . — Tailless it is ne<‘<‘ssary to raise extra rev emu^ from ineome-taK, I 
w'ould not interfere with the present graduation until the piddic has been 
educated into a better ap|)reciatioii of this form of taxation. If extra revenue 
is to be raised, the rates on ineomes of over Its. d,(HK) and upwards can ho 
increased and more steeply graduated and income-tax can be levied on inconieH 
of less than Rs. 2,(XX) as suggested in the answer to question No. 40. 

Q. SSi . — 1 do not advocate any differentiation in favour of earned ineomes 
or of sums shown to have been invested in productive enterprise. Further 
oxiierience in the working of ineoine-tax seems to me to b(; necessary before 
such refinements are introduced in this country. 1 believe that the applica- 
tion of the principle has proved very complicated in Englaiui and that a largo 
body of informed opinion there disapproves of the distinction. 

Q. *)*0 . — It is not practicahle without procx»edings of nu inquisitorial nature 
to make allowances for the number of persons siip]>orted out of particulnr 
incomes; but allow^niiees for a wife (or even wives) and children might he made. 

Q, 37 . — I have no opinion to offer. 

Q. 38 . — I can see no justification for the exemption from income-tax of 
incomes derived from agriculture. In Assam it would be quite unnecessary 
to draw any distinction between the actual earnings of the farmer and the 
income of the absentiK? landlord or any other cla.ss, because the ac;tunl farmer 
will rarely or never have an income ass€»s.sable to incomestnx. The number of 
working farmers w-hose income from agriculture exceeds Rs. 2, IKK) a year 
«annot be as much as *1 per cent of the whole. 

If it is not deemed expedient to assess agricultural incomes to income- 
tax the definition of agriculture can surely be narrow^ed down so as not to 
include forests and other things w'hich the landowner has done nothing to 
produce or even to develop, 

Q, $9, — ^It is hardly possible for me to give an estimate of the sum that 
* would be produced by making agricultural ” incomes liable to assessment. 
Perhaps the Deputy Commissioners of the districts will be able to do so. 
Fron^ Sylhet, certainly, a considerable sum should be obtained from the in- 
comes of landlords. I can, however, give information about the tea industry 
which now pays income-tax on only 26 per cent of its income, on the ground 
that the other 75 per cent is income from agriculture. 

In 1923-24, the income-tax credited to Assam on account of tea gardens in 
the province was 13 lakhs and the super-tax 4 lakhs. This is not the whole 
Mum realised because many Assam gardens pay their income-tax in Bengal and 

n2 
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«n»v M r,ar cent of the tax so coUcK-tod is credited to Assam. But even n^- 
tectiiiK the 15 per cent (aiuounting to about Rs. 2,70,000) which was cr^t^ 
tt^minual, an additional rcv. n.u- of over Si) lakhs would liave bwu 
Assam ^o-st year, had a tax on “ aKricultural *“ 

was a verv prospcron.s year for the tea indicstry but will show even 

h.«h. r profits. .AIlh..nKh the profits of tea indtasiry are liable to wide Huctua- 
tions it does not seem to be unduly optimistic to estimate that an average of 
Us. 25 lakhs may be e.\p«-cted from this sonri e alone, if income-tax is paid on 
** ^ ^ ** inc.ofiics, mifl l<ir sofiK* y£*iir.H io coiiiG csliixiiito is likely 

to b<j far billow the actual receipts. 


It will not lie easy to iraiiie accurate estiiiiates for the tax likely to be 
eulltw'tcfl tnon laud lords, ahether ahsejitec or not. ill ilie jieriuliuently-iiettied 
areas ol .\ssain, unless the lainllords eoncerned will .siipjdy infonuatioii about 
tlndr rent-rolLs. In Goalpara two of the largest estates are under the Court 
ol Wards, and it should he p«»sihlo to hase an estiiiiate on these. In Sylhet 
lens data art* uvailahJe: Init something may he gleaned from tlte records of the 
experimental settlement imnh- in 11)14.J917 in the parganas of Barayn. Benga 
ami himlaeli, 'the reMt> tine to landlords iiom tenants were entered in 

fnll in th<‘ n«f <»rd-oi-right>. The.M' two di>rricts will probably contribute the 
hirg<‘st amount it im oiiie-la\ is imposed on agri< nltural incomes ; hut s<>mc- 
tbing would eoine Irom tin* temporari!y-sett le(i districts alsin Moieo\er, 
traders in ri<*e or paddy would not be able to escape assessment on the plea 
that till* paddy being the |>ro(lu(e of their own fields, tlie.v are not liable to tax 
on the profits made^n selling it. 

The iirolits of landlords would not he liable to great Huctuaiioii. In my 
opinion, the estimate that an increased revenue of 16 to 20 crores would be 
obtained in the whole of India if agricultural ineomes were taxed is very con- 
Hervative; but without more tlata J should find it hard to justify the opinion. 
When the estimates from the Deputy (\>mmi.ssioncrs are received, it should 
be possible to form more detiuite concliisi<ms. 


Q, J^O. tliink that it would he much fairer to reduce the limit tor pay^- 
incut of Itidian income-tax ; but at tlie .same time I would make allowances 
for wives and c hildreu. The |>ayer of land revenue is les.s affected by changes 
in thc^ [irice of food stuffs tliau tlie rcceiv^er of fix€‘d income and the latter is 
atrec,'tc‘d almoNt in direct ratio to the .size of hi.s family. 1 would fix the limit 
at about Us. I.iKX) or Us. 1,200 which is ordinarily sufficient for an Indian of 
respeetahlc* position to live in reasonable comfort, unless he has many 
depeiidants. 

Q. ^1 . — In A.s.sani, the growth of an accountancy profession has been so 
slight that it has had no appreciable effect on the acc'ounts of the ordinary 
trader. That the reproach that income-tax is a tax on honesty is still par- 
tially true is shown by the fact that such a large number of traders still refrain 
from producing ucxHiunts before the Income-tax Officers, The only inference 
to be drawn is that they find it more profitable not to produce accounts. Even 
when accounts arc prcKlucred it is often impossible for the Income-tax Officers 
to Be(*f?pt them; hut it i.s the policy of the department to encourage a.sses8ees 
to produw accounts by accepting them^ whenever there are no obvious grounds 
for refusing to accept. The bigger companies generally have their accounts 
audited by a c^ompetent accountant: the ordinary traders rarelv or never 
produce audited accounts. 


Centralised and more efficient control have undoubtedly helped to remove 
the reproach ; but in Assam the staff is still too small and the time has been 
too short for tue work to be adequately performed over the whole province. 
The wwk of the trained Income-tax Officer in Dibrugerh has given an indica- 
tion of what may be expected elsewhere. 


4 


Q* In pr^ent conditions, I do not advocate the prescription of a form 
** ^ think that it would be almost impossible to enforce its use 
f®”’ valuable help to honest payers if a 

prepared and circulated. The department would try 

*** '*** ** “’8*** be possiWe 
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Q* 4S , — I do not think that there is any public opinion against fj^auds on 
the income-tax in this part of India and i consider that, the publication ot' 
assessments and the appointment of assessors would have no useful eiOPect. 

Q, 44 • — ^This is rather a question of general policy than of Income-tax 
administration. From the departmental point ot* view there is no reason to 
discourage the issue of income-tax free securities. 

4o and 4d. — I have no opinion to offer. 

y. 4 ^» — From the point of view of the Incoine-tax I>e[>artment, the present 
system of asse.ssnient on the previous year’s income is more satisfactory than an 
assessment ou a 3 years' average would be. ll accounts were accurately kept 
and regularly produced, the English system would be practicable here also. In 
present circumstances, it would lead to much confusion in the case of new 
assessees. I cannot speak for the tax-payers; but T have not heard any com- 
plaints against the law on this iK>int. 

Qs, SS, 91 d- L')7, — I have no opinion to offer. 

Q. StK — In prin(i|>U* 1 consider that the fees realisi‘d by conrt-iees, etc., 
should not exceed the co.st of the jiidiciul adminbiration. In ]iractice it will 
not be v>ossible to adjust the income and expenditure with exact accuracy aud 
it is justifiable to ensure that the revenue from this sotn<*e sliall not fall short 
of the cost. Stamps and court-fees ordinarily form such a small proportion 
ot a litigant’s cost that 1 doubt whether any hardship is caused by extra 
receipts on this account. 

(j. 90 . — To some extent all taxati<in tends to restrict tradt» or other forms 
of [)er.soTiaI or social utility. That stanq) duties act# as a greater restraint 
thaTi other forms of taxation seein.s to me to be very doubtful. 

9o . — In my opinion, it in legitimate to charge more* than the actiml cost 
of administering tin* <h‘parimt*nt as registration fees breause the guarantee 
given by the State at registration is of value to the jtarties. 


SnpitlrnKniary A’ofc ifi Mr. (titnso/i. 

1. The penalties referred to in statement VII of the Assam Stamp Report 

for must be under section 19 (E), tliough T have no pa|)ers from which 

I can prove that tliey were. The extraordinary variation in the percentage 
of penalties is explained mainly by the fact that in 19:^3-24 there was one 
item of over K.s. 20,1)99 on which a penalty was levied, whert'a.s in 1922-23 
the total fees amounted to only Rs. 1,544. 

2. Witliout a reference to the districts concerned, I (‘annot trace the chisnes 
of estates for which probate wa.s granted. The big case from Goalpara was 
probably for the Bijni Raj Estate which is now under the Court of Wards. 

3. Assam receives an annual payment of Rs. 45,000 from Bengal on account 
of non-judicial stamps. This sum was agreed upon after negotiations. A 
clerk was employed on special duty for C months, from June to November 
J.922, to find out what sums were paid for stamps in Bengal on instruments 
executed in Bengal for properties in As,sani. The result was as follows : — 

Rs. 

(a) Both parties in Assam ...... 21,848 

(b) Both parties in Bengal 4,255 

(c) Soiqe parties in Assam and some in Bengal . . 3,675 

It was recognised that A.ssam had a moral claim to the w'hole of the receipts 
under (a) and to a portion of those under (h) and (c). Finally, after some 
small deductions had been made in Bengal’s favour, it was agreed that 
Bs. 45,000 should be paid annually by Bengal and that there should be no 
further bargaining. 

No contribution is made by Bengal on account of judicial stamps. Assam 
waived this point on a compromise, Bengal agreeing to make no charge to 
AgftftTn on account of the expenses of the Calcutta High Court. 
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* Mr. Gioisoii gave oral afvidnce at follows 

The rrcsUlent, Q , — Do you mind telling us the departments you adminis* 
terp 

.1. - Land Uecordn, Inoorue-tax, Stamps, Registration ; and l am also Regis- 
trar of Ilirths, Deaths, and Marriages; also Registrar of Joint Stock Com- 
panies. 

Sir J*rTi:y Thompson . Q. — Jn most provinco.s the Income-tax Commissioner 
is altogether seiiarate. 

.4. — But the difference is that in Assam the income-tax is comparatively a 
Hiiiall The only lar^e industry hero is the tea industry. We have 

here fi local man as part-time Incoiiie-tax Commissioner. The Government 
of India have <icci<h‘d that it is not worth while to have a whole time man 
for the purjjose. The collf*r‘tin<y staff is also the local staff and not the Govem- 
fiient of India’s staff and for that Assam gets 10 per cent of the income-tax 
realised in Assam as cost of collection. I think it is more than what it 
actually costs us. 

Th\ Pnrurijpye. Q . — You also get the three-pie rate? 

A, — Yes, We advantage of rule 15 of the Devolution Rules. 

Sir l*rrey Thompson. Q . — With regard to question No. 84, do you think 
that the |ires<»iit sy.steiii of graduation in India is satisfactory? 

.1.-' It is extremely difficult to say that, because it is the system that has 
hetm in force and whetlier an.v other system would be more satisfactory or not, 
1 do not know. It works fairly well in this province. 

Q.~ The complaint liero mo.stly is that if a man's income is, say, Rs. 2,001, he 
pays 20(11 times five pies. Under the English system only the excess above the 
exem|itioii limit is taxed. You thus get a continuous graduation right up. 
The present system in England is this: The first £225 is free; the next £250 
is taxed at half rates, and the rest is taxed at the full rates and that gives you 
a regular progressive .scale, 

.1. — If that is tilt' (‘usf*. 1 inisuntlerst<M)d the cpiesiion. T did not look at it 
from the point of view of the English system; hut only from that of the Indian 
system. 1 understood the question to be whether there should be a steeper or 
k*s.s st^ep graduation and I thought that the change to a more steep one would 
probably not be beneficial. T am speaking only of Assam where the income-tax 
is a comparatively unimportant subject. 

— Tliert* are very few large incomes here except those of the tea com- 
panies. 

.1. — Yes ; the graduation >voukl have to begin fairly low to have much effect. 

Q . — And you think if there is any change, you should raise the limit of ex- 
emption to lis. 8,0(»? 

.4. — No. T have suggested elsewhere that I think that Rs. 2,000 is really 
rather a high point at which to begin taxing. I think that a respectable 
Indian on Hs. ItXt a month is probably better off than a respectable English- 
man on £250 a year. I also suggest that allowances should be granted in the 
case of Indians in the ciuse of a family. 

Q . — You do not advocate any differentiation in favour of earned incomes? 

.4. — I do not. 

(?. — Partly on the ground that it w'ould complicate things? 

4 — I do not think you w ould be able to distinguish here. 

lun not sure if you are right in saying that it has proved very com- 
plicated in England. 

A. I can tell you why T said that. I have two brothers, who are account- 
ants at Home. 1 know' that at one time they considered that their clients 
often suffered unnecessary hardship because it was difficult to draw the line 
^tween productive and non-productive incomes. Mv knowledge is gathered 
from w hat they used to discuss at times. 



Q . — But when any Finance BUI was discussed in the House of Commons, 
there are always amendments with a riew to increasing the number of differ- 
entiations. 

A, — Js not that |)olitical rather than economic? 

Q. — You advocate allowances for wife and children. We have been told 
that in India is a'ould lead to a large tiumlier of cuuiuirioH of an inquisitorial 
nature. In England there is no such trouble hiH^auso there is the nuirriage 
^rtificate; and if a man says he has ten children, one can go and verify that 
in a Registration office. Is that possible in India P 

A, — In the case of the Muhammadans there is some such thing. 

(f . — The other point that has been put is this : that in England it is i>er- 
fectly right to have the system of allowances; because you have got there o 
large number of bachelors and a large number of married men with children: 
but in India generally the man who is chargeable to income-tax is a rnarri^^ 
man aud you really make the allowance when you make the exemption limit 
higher. 

A, — I advocated the allowance rather in conjunction with the proposed 
reduction of the exemption limit. But I think if it remains at Rs. 2,000 1 
should be inclined not to make the allowance because it would lead to trouble. 

Q . — Suppose you reduce the limit to Rs. 1,000, do you know how many new 
assessees there would bo? 

No. 

Q . — In one province it uould he almost exactly double the present number 
and the anticipated increase of revenue would be extraordinarily small. 

A. — I think it would he so here too. I have no figures. I fully admit there 
are arguments against the reduction of the exemption limit. 

Q. — You have not said anything on question No. 37, super-tax. 

.1. — I have discussed that point with Colonel Smiles since I sent in my replies. 
The trouble is that the small investor in a company which pays super tax 
really pays that tax just as much as any other big investor. 

Q. — That is exactly the complaint in England. The question seems to be 
do you think that the privilege of incorporation is worth so much that there 
should be a differential tax on a company as distinct from that on an indivi- 
dual?*^ 

.4. — As a matter of fact the super-tax on companies is favourable to them 
rather than not, 

Q. — The other argument is : an individual is cliurged super tax on the 
whole of his f)rofits ; whereas in the case of the company the super tax is only 
charged on the sums declared as dividends. 

A. — My own view is that there is no satisfactory reason for a distinction of 
that kind. 1 should make the one on the companies and one on the indivi- 
duals at the same rates throughout. 

Q, — You cannot do that; because if you charge it on the company and then 
charge the individual on his dividends it will be making him to pay super 
tax twice. 

A. — The individual does do it now. 

Q , — If you charge the company to super-tax on its profits, it will have to* 
pass it on to the shareholders. 

.4. — Yes. Now the man who does not pay super-tax at all in the ordinary 
course, does pay it jf he has sliares in the company and if he pays super-tax 
he has no means of recovering the same ; but in the case of income-tax he can 
recover. 

Q, — It is a misnomer to call it a super-tax. It is only an additional charge 
of income-tax on the profits of the company ? 

4. — ^Yes. As it stands now it is the small man who pays super tax just as 
much as a bigger man, if you assume that the whole of the stun that is paict 
as super-tax would be taken from the dividends. 
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Q ^if you take it out of the money in the hands of the company which 
otherw-ise would go to reserre or diridends, it really must be paid by the aharew 
holders. 

4 — jn the long run, certainly it would. 

It — 7 ii the long run it is paid hy the shareholders in proportion to the 
amount of shares P 

4 ^ — Yus, There is no doubt of that, 

— Do vou s€^o any justificiition for exempting companies to the extent 
of l{s. r>(),()fV)? 

*1. — I had not really considered the matter from that point of view at all. 
It does not hegin until the profit reaches Its. 50,000. If you had a graded in- 
come-tax that would affect all companies more or less equally the higher profit 
would pay higlier duty. 

Q . — Tt falls equally on the poor and the rich. 

\ — YJn. poor shareholder h paying ^uper-tnx. That is the point which 
Colonel Smiles raiscri. He was strongly in favour of a more graduated income- 
tax. 

Q — With regard to the taxation of agricultural income, do you make any 
rlist i net ion hetw^'cn cult ivat<»rs and others P 

.1. — 1 am sp^ nlvinir of Assam. T do nor Icnow about the rest of India. 

If it is decided to exempt agricultural incomes I would try to narrow the 
defiidiion down. ^ 

When you mention forests you refer to the recent ruling? 

-j — Yes. The actual case was that of the Raja of Gauripur. 

Q . — Ho contested your charging him income-tax on his forest revenue. 
Tlu> questioir was whether the revenue from forests was agricultural income or 
not. 

A. — 'riurc were three ^x.iut^ for decision: rir., i^ra/lng, pn>tits from land 
l<*«s<*d for '^tacking timber and fKluu'ies. Tlie lucome-tax Commissioner won 
on th-^l'eries. i/ave np ;.o*a/ing and lo^t the sCi'ond point. I think it was in 
May in the High Coitrt. 

Q . — You saiil that both the judges declanHl income from fisheries not to be 
agnculturah The st'uior judge said that it was taxable aTul the second judge 
said tliai it was not laxahle and it was lieard in the Full Rench. 


1. — They disallowed the appeal on some legal ground. The Full Bench 
have r\ot deciiled oi* tlie facts of ihe rase at all. 


— The senior judge's judgment holds good? 

I, ---Yes. 

V,— W as there not a similar case brought before the Patna High Court? 
The Chief Jtistice and another differed and the opinion of the senior judge 
prevailed. The senior judsje of Patna was opposed to the senior judge of 
CalcntUv and tlu*re is no appeal against either. 

A. — t do not know. 


Q . — May we take it that there is nothing in the argument that the perman- 
ent settlement prevents the levy of income-tax on agricultural income and the 
only question to be considered is whether the yield is substantial enough to 
justify the trouble. 

.4 .—I personally do not accept the view that to tax income derived from 
permanently settled lands is a breach of the permanent settlement. 

Q,^At any rate wo will leave out permanent settlement. It turns on the 
question of yield. Yon come to the conclusion that 16 to 20 crores is a con- 
servative estimate. 


4.— Perhaps I was ratber incantions there. I was thinking at that time' 
t^t if AiMm produced mOTe than Rs. 50,000 extra in income-tax. the wHola 
^ India wuold surels? produce 20 crores more. But the increase in income- 
tax from the tea industry would not affect most of India. 
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Q , — Are you going to get anything out of agricultural income except from 
the tea estates? 

A. — Oh, yes. In Sylhet and in Goalpara you would get something. 

The President. — The actual farmer will never be able to pay, 

A . — ^The working farmers would not be liable to assessment. But in per- 
manently-settled areas you have a fair number of big landlords. 

Sir Percy Thompson. Q . — \Vhy is that a charge of ‘io per cent is made on 
the profits of tea companies? 

A. — ^How the arrangement was made I do not know. It was decided thas 
25 per cent should be allowed as manufacturing profits and the rest as agri- 
cultural. 

Q . — No enquiry was inade.^ 

A.— No. 

Q . — What about jute? 

A. — I do not know what happens. There are no jute mills in Assam. 

Q . — If the tea estates were charged to income-tax, you say Assam would 
get oO lakhs? 

A. — I have not said so. The extra income-tax in Assam would be that 
from tea alone. 

Q . — It would have been credited to Assam? ^ 

A. — ^They would get only ten per cent for the cost of collection and 3 pies ia 
the rupee under Devolution Rule 15, 

The r resident. Q. — What proportion would the land revenue paid l>y an 
estate bear to the average profit ? 

A. — I cannot give that information about the tea estates. 

Sir Percy Thompson. Q. — Agricultural incomes pay a very heavy tax in 
land revenue. 

A. — Not in permanently-settled estates. In temporarily-settled estates 
Rs. 2-8-0 per bigha would be the average rent and tlie landlord would he paying 
between 12 annas and Re. 1-4-0, that is about 40 per cent. 

Q — Forty per cent is a very heavy tax. Would it he fair to put on an 
additional income-tax ? 

A. — I do not think the tax is on his income. It is not like a man getting 
an income from agriculture. 

Q. — ^You look upon the landlord as sharing rent with the government? 

A. — Yes. That is a charge on the business. But tlie business man has hi.s 
people to pay- 

The President, Q. — If you let out an area and the licensee sublets it? 

A. — ^He has to collect his tax and he can get what he likes. I look upon 
payment of Government revenue as his only expenditure. 

Sir Percy Tkoinpson. Q. — Would the same arguments apply to the cultu 
vator P 

A. — He has his expenses. He has not only his labour but also cattle and 
other actual expenses for working. I do not think you would get a single raiyat 
in Assam who nas got a taxable income. * 

Q . — ^If there is not a single one with a taxable income what is the jnstihea- 
tion for taking so much by way of land revenue? 

A. — By taxable income I mean one which could be charged to income-tax. 

I>r. Paranjpye. Q. — ^The only cultivators who will be in a position to pay 
will be those who have some other means of earning money than cultivation. 

— For example, he may be a cultivator and money-lender or a cultivator 
and shop keeper. The actual cultivator who did nothing else would be extre- 
mely rarely liable to income tax. 

The Honshu Sardar Jogendra Singh. Q. — Suppose a man invests a lakh of 
rupees in land and gets an income of Rs. 10,000. He has to pay a land 
revenue of Rs. 6,000. Would you tax the extra five thousand? 
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A.—l won’t tax the land revenue. 

0 —Supposing ho puts the same amount in a factory and gets Rs. 10,00^^ 
he vTill hnvo to pay income-tax on Rs. 10,000. Ihit the man who has invest^ 
in lanil has to pay the land revenue and again income-tax. fhat would f*A 
double taxation. 

A. — The one has got land and the other has got a depreciabi# MSOt. 
y ..^)ne getH 10 per cent and the other gets five per cent on his land. 

4 — |ifj Kurina V’alley, peopk^ are (piite content to get four per cent. He 
<lm»>i iK>t want the 20 per cent which he would demand in money-lending. The 
difference is partially in the risk. 

Sir Percy Thompson. -When he bought land it w'a.s not to make ten 
thousand. He {Uirchased it to get an income of five thousand and he paid 
a high price* for it owing to the* fact that it w^as exempt from income-tax. 

\ — That wouhi affect <»nly a few people. Enhancement of income-tax 
would have the same effoci. 

The PrcMcni, Q. — Don’t you collect ce.sses on the basis of rents? 

.1.- -In tin* pcriMaiioiilly-settled arcus, cesses are levied on a flat rate per 
acre, 

Q. — Is Unit under a spc('ial law? 

A . — Under the Local ILUes Regulation. I did a small settlement and from 
that certain figures may he colUHted. From ICK) wjuare miles you can strike 
an average for the distTict. Every zamindar has his rent-rolls. 

Q . — If it were decided to tax these incomes you would do it by altering 
the definition P 

A . — I would so modify it as not to exclude agricultural income. 

Q. — Don’t you think there are a vast number of people tvho do not keep 
accounts ? 

.4.- Every ordinary trader in this part of the country has generally a part- 
ner or a Mwvant wdio may draw some commission on the profits. Almost invari- 
ably there is some kind of account ; but that w’ould not necessarily be accepted 
by the Income-tax Officer. There is alw’ays some kind of account kept of his 
transactions. 

Q , — People w'ho draw commission, do they keep accounts? 

A . — They have a kachha khata and they will produce nic'^Iy written new 
botfks with perfectly wdiite paper. 

Q . — It is always easy for them to produce such books? 

/I .—Yes. 

Q , — You siKUik about the centralised and efficient control of the income-tax 
tlepariment and give an instance of the trained Incnme-tax Officer in Dibru- 
garh ? 

A. — It is little complicated to explain. I have got some figures since I 
sent in my written memorandum. Everybody talked about the splendid work 
that he has done, but the opinion is coloured by the fact that he has raised the 
a^ssnient, but mostly the increase in the tea assessment was not made by 
him at all. I have got the figures of the increase in non-companies assessment. 
They are from 33,000 in 1922-23 to 68,000 rupees in 1923-24. I admit there 
may be a tendency on the part of the Income-tax Officer to justify his position 
by excessive enhancements. 

<?.^^The assessment on the tea estates are actually made in Calcutta P 
— ^Yes, on many, but not on all. 

0-*~And then 85 per cent levied on itP 

A. — Tea has been assessed only since two years. It was considered as agri- 
cultural income before that, 

^,*^ince it started you have got 86 per centP 

A,— Yes, of the income-tax assessed in Bengal. We made this arrange- 
ment in consultation with the Bengal Government, 

^ — ^The marketing of tea is done in Calcutta? 
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A , — All the manufucture is done here, tea is merely shipped to Calcutta. 
^ here the company has its managing agents, the asseasment is done there, as 
they have got all the accounts there. Therefore. lA per cent is given to 
Bengal. The cHunpantes that have no managing agents in Calcntta, are 
ordinarily assessed in Assam and where the managing agent is in Calcutta, 
Bengal is given 15 |ier cent and we are given 85 per cent. 

Q , — What about the complaint of double income-tax P 

A. — It will arise undoubtedly next year. 

Q. — Can they get a refund from the British Government? 

.1. — I do not know what they have done at Home. This year one conipanj 
approached me and I found that their claiiii was tiiiu*-har red. Surely it will 
come up again luixt year. 

Sir Percy Thompson, Q. — Then with regard to the question of maintaining 
the accounts in a standard form, is it not difficult to have many different 
forms for diffenmt kinds of business? 

A. — The ordinary banker has his balaiue sheet, he has no need to have 
any sjiecial standard form. 1 mean it for people who do not know how to 
keep their accounts. The big companies have their hatniico sheet-s prepared 
by their chartered acconntants. A.s far as their accountH go they are expected 
to be accurate, but tlie small shop keeper may have nothing except his daily 
khata. As 1 have said it would he almost iinpossibm to enforce a standard 
form of account among tax-iiayers, hut I would advtK-ate a standardised form 
to be prepared and circulated. 

Q . — Even if the prescribed form is adopted, you would have to cheek it 
again? 

A. — Certainly it will need examination. The form will only siinpliiy 
matters and avoid the searching of accounts. 

Q . — Do you think it would be worth while to advertise the prescribed form 
which the trader could use? 

A . — 1 tliinl: it might be worth while. I am not sure about it. At present 
the fncoine-tax l)ei)artment is looked upon with more susj»i<'ion than it ought 
to be. I think one of the reasons i.s that we cannot accept the trader’s state- 
ment of profit and loss, because we do not know' how’ the figiireH Inive been 
arrived at, even though we may believe the accounts to be lu^ciirato. Jf w'e 
could df* that 1 think it would do good. It will remove n gfMxI deal 
of K\ispi(doii. 

Q — What you mean is to give them a sort of book in which they can give 
their final account? 

A. — I don’t care in what form they keep their daily account. They may 
keep it in any w'ay they like. But I W'ant to prescribe a detailed form giving 
the information w’e want from them much more clearly than in the present 
form, which is rather iniintelligible to the ordinary trader, and then let them 
fill in that form afterwards. It might be a consolidated form. 

— It would be a form which would show the main heads of expenditure, 
main heads of receipts and so on. That is what W'o mean by form of accounts. 

A. — You mean consolidated accounts at the end of the year. These are 
what I mean too. He can keep his account in any form he likes, but when 
the time comes for the return of income-tax, he must use our forms. If he 
uses this form, it will solve the trouble for those whose figures w'e can accept 
as correct. 

Q. — Will it not be advantageous to advertise these ac<*ount forms and let 
it be known to the traders that they might use these forms? 

^ 1 . — I mean that. I did not advm^ate the prescription of the form becauHe 
I thought it would not be fKwsible to enforce its use. 

The President. Q. — la it one of your difficulties that the official year does; 
not correspond with the calendar year? 

A.-Yes. 

Q.-r-Tou allow the aasessee to send in his accounts at any time of the year? 
Ai— Tee, * 
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Sir Th<,im>»t)n. Q . — Here yoo have a system of assessment on preri- 

Oil'. yi*ar -S in( oint*. Hiivti you hoard any c?oini»laiiits ahoiit this sj'stem? 

A. I cannot s|>cak tor the tsnx-p.nyors. but certainly if I were a tax-payer I 
shouW feel the present systein as a (cricrance. 

The Presfidrnt. Q . — Have you got a considerable number of people who 
piiy lioiise tax ‘f 

A . — We have no house-tax except in the Assam Hills. 

(j, But there are a large nuruher of small traders who escape all taxes? 

A. -Voii mean i^eople below rupees? Yes, there are very considerable 

iMimher of them. In ihe tiniinary bazar you see many of them with fairly big 
shops |»aying no income-tax at all. 

— c;q you agree that there is a class which escapes taxation? 

4,— Yes, 

yon suggest any remedy for it? 

— 1,1 some cases they pay chowkidnri tax, but there are only two dis- 
trj< is where this tax is in force. They pay land revemie if they have lands. 

1 <lon’t tfiink they pay any other tax. 

V* — uuf<i of tlic proviiu'Os there are taxes on eirenrnstances and property 
and in Burma there an^ the capitation tax and ihnihumrda, 

.1.— Yes, there are ilone of them here. 

i^K -Thm) there is tlie hatdwii lax in the Punjab. 

1 . liiug <»f <h*‘ kiml here. 

(h — You agree there is a big gap that ought to bo made good by taxation? 

.1. — T think so. 

Q, -Now we pass on to stamps. Have you increased the rates up to Ben- 
gal rates? 

A , — Ti Is only this year the Council has passed the Bill allowing 50 per cent 
increase over ihe rates that were in force in the year 1920. 

Q . — Is it an .all round 50 per cent, increase? 

A . — T think they are the same rates as in Bengal. Last year the Council 
refused to jmss this Bill, but this year an offer was made that if the Stamp 
Act and tlie llegistration Act were passed, 10 lakhs of rupees would be taken 
from the extra income and given to the transferred departments, and they 
irere passed on this condition, 

Q . — Do you lose a good deal of money to Bengal on account of stamps? 

A . — I do not know that, but I am not sure whether we get our proper share 
or not. We got something back from the Government of India on this account, 
about 21,0IH) rupees. 

Q . — I remember this point was raised at the Finance Member^s Conference 
last year and some settlement was arrived at as the result of this discussion. 
Could you give us the figures, as we are interested in the question of the divi- 
sion of the proceeds between the provinces? 

.1. — I am sorry I have not looked into this point as I was definitely informed 
that I was going to be examined only on my written answers. 

Q . — ^With regard to tea esta^, I suppose, a good deal of their business 
is done in Calcutta, I mean, business involving the use of stamps? 

A . — I was thinking of agreements under the Act of 1913. 

Q . — suppose on the transfers of stocks and shares, etc., you get nothing? 

A , — Certainly we do not get anything. It all goes to Bengal. 

Q * — ^Your report mentions some 71 cases of probate and letters of admini- 
atraticn. Can you give us an idea of what class th^ belong to? 

.4 . — cannot say now. 

The President, O.— You say that you consider that the fees realiaed by 
omiH-feM, etc., ^ould not exceed the cost of the ]udicial administration, but 
in psaettee it will not be possible to adjust the incenne and expenditnm with 
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<?x;ict iiceutacy. I do not know it you have seen the report of the Civil Justice 
Comiuittee in this connection. 

A , — I hare not, but in any ease it is impossible to estimate the exact ex- 
penditure beforehand. 

(>. — ^You mentioned rejristration of marriages taking |)lace among Muham- 
madans Who does that registration? 

*1. — There are Muhauiinadan Kazis whv> do it. The ordinary SnlvRegistrar 
can register Mniiniurnadan nnirriages, and in Ni>ine places they prefer to go to 
him; there are Muhammadan marriage registrars in certain lo(»alitie8 where 
people do register marriages. 

Q, — Is he under your control? 

.1 . — Yes, 

ah', raranjpyc. Q, — He takes all the fees? 

A, — Yes. He Vins to keep his ow'ii stall'. He gets no pay from the de]>art- 
nient, hut he has to get h'ave from the department. 

The Virsitlent. Q . — Is registration optional? 

A. — Yes, 

Q , — Tt has been suggested to us from many quarters that registration 
should be made compulsory on all marriages; practically that would adect 
Hindu marriages. l>«*causo ( ‘lirist iaiis, Muhammadans or Parsees already ri*gi«- 
tor marriages, ^ 

-1. — 1 do not think Mnliainmadan marriages are all registered. 

(J . — In other provinces^ are there sjieeial marriage registrars? 

.1. — We liave special Miihammadan marriage registrars in Assam. 

fj , — Tn the Punjab, tlie District Hoards control marriages and keep all the 
fees. 

.1. — Tn this province the man keeps the fee. Ho pays his owrn estahlishmont 
and he keeps his own house. Gorernment have really to do nothing with him 
except to appoint or remove him. He is supposed to have certain qualifica- 
tions before he is appointed. He is actually' appointed by a standing com- 
mittee and before that committee meets, the Inspector-General of RcgiKtration 
appoints him provisionally on the nomination of the District llegistrar. 


24th March 1925. 

SHILLONG. 

Present : 

Sir Charles Todhitnter, K.C.8.I., I.C.S., President. 
Sir Percy Thompson, K.B.E., C.B. 

The Hon’ble Sardar Joqendba Singh. 

Dr. R. P. Paranjpye. 


Mr. J. E« WEBSTER, C.SJ., C.I£., LC.S., Committioner, Surma 
Valley and Hill Division, Assam, was examined. 

Written memorandum of Mr. Webster. 

Qe.l to 9. — Accurate statistics of the economio condition of the people cannot 
he had without prolong and detailed enquiries in the parMculi^ lomlity by 
triuned enquirers enjoying the confidence of the people. Such enquiries on s 
large scale would require a staff uid an expenditure quite beyond the means 
of the Local Gbvemment, but given complete and accurate information ro. 
girding a particular locality, Mrly reliable conclusions may he drawn as tu 
conditions in a somewhat similar tract by an observer knowing both tracts 
and their people well. 
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Tfiere nre statistics of the production of staple food crops, jute, cottc^ 
tintber, aiid mineral^, and of the number of cattle, which afford some material 
on wiiich to base an estimate of the available wealth. To obtain more socorate 
and complete information would be troublesome and probably not worthwhile. 
The statistics of lalK>urers' wages are practically useless as a guide to taxation^ 
and wo have sufficient information for such purposes as to rents and prices. 
The income-tax returns give information as to income and municipal and 
village assessment lists often contain estimates of the same, rough but not 
without value; we know' roughly the bunlen of direct taxation; but we cannot 
estimate the share of the indirect taxation home by different classea. Even 
if wc ascertain that we may be far from knowing how it presses on individuala 
within the class. 

Nothing therefore short of an extremely detailed investigation of the indi- 
vidual income will he of much lielp towards an appreciation of the incidence of 
the burden. Whether a knowledge of the incidence w'ill enable the burden 
to bo lightened is still another story. 

10 in 17. — (fl) T.nnd Revenue as show*n in the Table V-A of the budget 
and Apfiondix V to the laind Revenue Reports is the rent paid for the use and 
occupation of land tlie properly of Government {»ec paragraph 18). 

(h) House, poll, and dim tax (Rs. 1,84,000 in my Division) are properly 
clxissod as Taxe.s, though .shown as “ Miscellaneous Land Revenue.** 

(r) Grazing fee (R% 12,000) is also shown as “ Miscellaneous Land Revenue.*’ 
I should class it as a tax, ns it is levied on the number of cattle irrespective of 
lh(* (juality and exUuit of the land on which grazing is allowed. 


(ii) TVnaltles and |>rocevs fef's are paid in Court-lee Stamps and are s»howii 
under that bead. They nro neither rent nor tax but approximate nearer to. 
taxes in their effect. 


J?jf to 23 . — There is no economic justification for excluding indirect taxes- 
from consideration; the burden is there, but it is often unrealized and may 
be ignored by the statt^smau. 

The salt tax xvoiiJd hardly he recognized but for the political agitation 
against it. 

The masses do not appreciate the effect of customs duties and such excise 
duties as the kero.sine tax, so that alUiough such duties may be felt and even 
n*Hente<l by thf»Ne who pay in the first instance, they usually are prelorahk 
to direct taxation. 


Sudden large enhancements, however, causing a substantial ri<»e in retail 
prii'cs are felt and may be very unpopular. Changes should therefore be 
gradual. 

27 fo 31. — (a) Tlieoretically every citizen should bear a share of the 
burden, but anything in the form of a poll tax is troublesome to collect and 
it new, would he strongly resented. Therefore indirect taxes afford the best 
means of taxing the masses. This may howrever need qualiiieation in the case 
or local taxation (svr paragraph 2(1). 

{!>) In this province the house tax is levied in the hill districts. It i.s 
understood there and is well suited to democratic communities where the 
general standard of wealtli is pretty constant. The usual rate is Bs. 2 or 
Ks. 8 per house, but some pay as little as Re. 1 and a few- as high as Rs. 5. 


if) The chowkidari tax i.s in force in Rylhet and Caehar and is most un- 
popular* largely because the villager does not recognize that he receives 
for his payments and partly because the tax presses more heavily on the 
^tjfhan on the welhto-do. The total tax is nearly lakhs and the incidence 
about p annas per household m the assessed area in Svlhet and nearly Re. 1 
in C^kar. The lowest rate is 6 annas a household and the highest ^mmon 


minimum for mduatnal incomes) derived from land should not escape inorane- 

w«l8 such incomes from the reempt of 

rents. Flantera and gardeners on a large scale will come into the oate^xy.. 
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imt the peaiani farmer working with hia hands or even the petty landowner 
cultivating his own lands with hired labour will hardly ever be taxable* In 
any case these incomes are far above the normal comfort level* The tax 
obtainable in the Surma Valley from temporarily -settled landholders other 
than tea planters would be negligible, but there are some 800 permanently- 
settled estates paying Bs. 50 to Bs. 100 as land revenue and 450 more 

than Ba, 100, The gross income of such estates may be Bs. 20 ,00 ,000 and 
perhaps one lalsh might be had as income-tax. These are very rough 
approximations. 

The question is whether such a tax will constitute ** augmentation of the 
public assessment (on pennanenilv-seitled estates) in conseqiience of the im- 
provement of perMuuientlv-settled estates.” There is r(H>m for argument, but 
the Court of l>irect »rs can hardly have had in mind the exemption of landed 
proprietors from a ‘Mmeral contribution to the State required of all classes of 
w ell -to-do persons . 

(b) There is much to be said in the present state of Assam for substituting 
a tax on turn over for an income-tax. In practice the profits of certain classes 
of business can only he estimated by assuming a uorinal rate of profit on gross 
transactions. This is the case with small contractors, grain dealers and bmkors, 
and others w^ho do not keep, and cannot he trusted to keep proper accounts. 

Qs* 4S and 60. — To a great extent the ineidenee of excise and customs is 
graduated by means of <td rc/erem duties. It is doubtful whether this is 
altogether sound even for tobacco and it would he moat ^indesirnble to extend 
it to whiskey so as to encourage the sale of cheap and deleterious brands. 

Qs, 63 to 75 . — The statistics furnished in the Appendices do not afford a 
complete guide to the level of excise duties, inasmuch as they omit license fees. 
The relevant figures for Sylhet district are — 





SUAWK OF-— 


Drug. 

1 

Retail j>rice. 

tkivernment. 

NMiolcsalf* 

]»rotluc'e»r. 

Retail 
^ ©IK lor. 

1 

2 


4 

5 


Us. A. P. 

R». A. r 

Rh. a. r. 

Rh, a, p. 

Opium .... 

160 0 Oascer 

137 0 0 

20 0 ()(a) 

3 0 0 

Ganja .... 

(K) 0 0 .. 

GO 0 0 

7 8 0 

2 8 0 

Country f»pirit 

11 4 0 

L.P gallon 

8 8 0 

2 6 0 

0 6 0 


Noi*. — (a) To Imperial Government. 


These figures are typical. The excise duty is far heavier than the cost of 
production and the retail vendor’s margin of profit is very low, many would 
say too low. The license fees will be lower next year. Any exihancemeut of 
retail price will lead to more smuggling and illicit production. Hemp grows 
wild; spirit is easily distilled from the rice beer allowed to the tea-garden 
labourer and the aboriginal population; mahout is cheap and the opium 
poppy used to be grown freely in Assam. So further enhancement may entail 
an unremimerative increase of preventive staff. Illicit distillation is known to 
be prevalent but interference is restricted by the danger of causing unrest. If 
the cultivation of opium throughout India is restricted and prices ndsed Assam 
might follow suit, but with country spirit and ganja increase can be made only 
gfrimuaDy and with caution* 
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Q. 68 . — Practically Local Governments tax foreign liquor by mems of license 
fecH, but the incidence of such taxation is low. I would allow Local Govem- 
tuents to initwse a duty not exceeding the duty on country spirit in addition 
VO moderate license fees. Such fees should be low in comparisoa with duty. 

Q, 69 . — Under a recent arrangement with Bengal, this proviace will get the 
duty on country-made foreign liquor and dnigs imported into Assam from 
Bengal, but the adjustment of license fees is still under consideration. 

73 and H . — License fees now arc, with few exceptions, fixed at so much a 
guffon, and the licensee js not allowed to retail above fixed rates. Practically 
all sliops are settled at the highest fee they can possibly bear and the value 
of u license must be low unless there is opportunity for illicit gain. It would 
he less misleading if the duty were raised and license fees lowered to a level 
at which they would only suflice to keep the margin of profit approximately 
level In all shops. 

Q, 93 . — Registration benefits the whole community by giving security of 
title and U)6 fee stands on the same footing as stamp ^uty as a legitimate 
Source of revenue. As some fee must be levied to cover tho cost of the 
oiioratioii registration fees afford a v*oiivcnient opportunity for taking some- 
thing more at a time wlien tlie fiarties are likely to have mont^v. 


Q. 94, — (a) Heavier fees could be levied under the Arms Act. Gun licenses 
for the protection of crops might be assessed at Rs. 6 a year in the case of 
muzzle loaders and Rs. 10 for breech loaders. Fees for sporting license might 
be raised. Licenses lor extra ammunition might bo heavily taxed; cartridges 
ami explosives might pay an excise duty. In these ways Rs. 1,00,000 could 
easily be raised in Assam. 

(b) On economic grounds the grazing fee could well be raised, but the 
unpopularity of the tax is a serious obstacle. 

Qi*. 90 and — l^and revenue is assessed on exactly the same principles 
as would be followed by a prudent and just landlord in fixing the rents to be 
paid bv bis tenantry. In rvotwnri tracts the productive power of the land, 
the relative facilities for export, the amenities of its residential sites are 
{'Oinpared with those of otlier lands and the revenue fixed accordingly, enhance- 
ment's being limited so as to avoid liardship. In zemindari areas land revenue 
represents a portion of the agricultural rental at the time of assessment, just 
as docs the ordijuuy pafhhhir^'' rents winch no one has sought to classity as a 
tax and not as rent. If land revenue is low, or where there is none, the 
MettfBrnent-bolder tends to become a mere landlord and the occupier a tenant, 
pr nimbly more heavily rented than he would be under Government. For these 
rcusona it is not correct to say that the prosperity of the cultivator Is affected 
by the land tax. It is u<»t a tax. If there were no land revenne in aiiv 
part of India a c.>rresf)onding sum would have to be raised in taxation. The 
cultivator, or the landlord, would have to pay most of it. Rents would remain 
as they are and tho great mass of the agriculturists would be troubled bv new 
and strange taxes ju place of the old and well understood land revenue ‘ 


The prosperity of the cultivator depends on — 

(1) The fertility of his land and its security against crop failum, 

('2) The demand for his produce. 

(fi) Tlie amount of land available. 

(4) His own skill and industry'. 

Lunds are not becoming more fertile; there is little new protection against 
flofxl or drouRht; no great improvement in the quality of the staple crops or 
«ie_ cattle. The ryot cannot have as much land, or' at least as much good 
land, as formerly. His skill and industi^ develop slowly. So we must look 
to a rise m the out»de standard leading to higher prices for his surplus. The 
»i“r? population tends to lower the level rf 


^e following figures will iUustrat© the incidence of Iwd revenue. 

Surma Valley the incidence per settled aoie 
varied in different blocks from Re. 1 to Rs. 1-12 and per cultivated acre from 
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Bs. 1-8 to Bs. 2-8, while the percentage of land revenue on the total eaUmated 
gross vaioe of the produce ranged from T per cent, to 9 per cent, even taking 
a very low value for the grain. At present prices the revenue will be about o 
to 7 per cent, of the value of the produce. In permanently-settled areas the 
incidence is much lower, roughly Bs. 8,65.000 on 2,400,000 acres or nearly 2^ 
annaa an acre, while cultivators* rents often amount up to Be. 12 an acre 
and except in a few localities are rarely less than Rs. 2-8 an acre. In tha 
thrcH* Par^niuks of Svihot .seltn ted tor cadastral survey the average land revenue 
was a fraction over 4 annas an acre w'hile lands sublet at from about Bs. 4-B to 
Bs. 15 an acre and rents averaged about Bs. 6 an acre. 

Q, 08. — ^The criticism offered in this question is quite imsound. 

(a) “ Ability to pay ” is not a canon of the rent law and in the sense 
intended is wholly inapplicable to payment for a right to the occupation of 
land. 

(h) From the cnltivnlor's staiuipoint there is Ies.s certainty under the 
permanently-settled proprietors of Bengal than under Government. 

(c) Is simply untrue as regards Assam. 

(d) In Mauzadari areas there is little expenditure on tha coUeotion of 

revenue beyond the Mauzadars’ commission, 10 per cent, on the first 

Bs. 10,000 collected, and 5 per cent, on the residue. Allowing for supervision, 
the charges may be put at 10 per cent, and not 20 per cent. In the tahsils an 
estimate of 5 per cent, was made some 20 years ago. 

The land revenue now collected direct through tafisils is about 15] lakhs. 
The cost of the tahsil establishment is Rs. (i0,000. .\dding 50 per cent, to this 
for supervision, the total cost of collection is only Bs. 90,000, and against this 
may be set penalties for late payment. The cost of distress warrants is mors 
than covered by process fees. \Ve thus arrive at a gross cost of about 6 per 
cent, and a net cost, allowing for penalties, of not more than 5 per cent. 

Q. 100. — Following Major Jack the level of comfort may be taken at Rs. 360 
a year; on an estimated income of Bs. 240 a cultivator has enough for his 
\v'ants. It is not practicable for a Settlement Officer to ascertain the income 
and a system of assessments graded according to estimated income would be 
unworkable. 

Q. 101. — tax on mutations would he very troublesome and would un* 
doubtedly make the maintenance of the land record impracticable. Moreover 
every transfer of irninovabie jnoperty of the value of Ks. KH) or over must 
be made by a registered and stamped document and is already taxed. It ia 
not practicable to prevent fractionisation in a Muhammadan land. 

203. — The assessment of land revenue in Municipal areas, where land 
is at all subject to revenue, needs to bo regulated by broad principles, end I 
doubt if petty local authorities have wide enough expenenoo to assess fairly. 

Q. 104. — No one measure is sufficient, but No. (5) is the most important. 
Regard must be had also to the average size of the estate or holding. None 
of these methods is of any use for the comparison of raiyatwari witlj zainindari 
settlements. 

Q, 105. — The methods of taxation specified omit — 

(a) License fee for prosi>ecting. 

(5) Kerosene duty of an anna per gallon on quantity sold. 

Dead rent should be fixed fairly high. I would not advocate any other 
addition to existing taxes in this province. 

Q 220 , — Tn paragraph 4, I noted the unpopularity of the chowkidari tax 
but some of those who demand its abolition would substitute for it and tlL? local 
rate on land a single tax as outlined by Major Jack. I agree that this would 
be the ideal form of local taxation. It presupposes the division of the whole 
district into unions in which there would be true community of interest and 
jgxmvate knowledge of each resident’s circumstances. A tax, larger than the 
present chowkidari tax and better graduated, might be assessed and collected 
by every snch authority which would contribute a fixed quota to the parent 
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^ttbdiviMional Board and have the rei^idue for its own nc^ds. Most of those 
whom I have consulted ivoiild not trust the village authority to asse^^ but no 
other tVjrm of assessment is practicable. 

The pr«?sent chowkidari tax in Sylhet js just over 3 Jakhs, or rather more 
than the local ret<js demand. It might easily be raised to six lakhs by in- 
creasing the payments of the more well-to-do so os to make them more propor- 
iionate to the payments of their poorer neighbours. 

Considering the? nf?e<ls of local bwlies this tax should be in addition to, and 
not in lieu of. Jwal rate? ; w'hich might he earmarked for main communications^ 
etf. Some form of tea cess would he rais<‘d on tea gardens in lieu of the 
village tax. 

U1 to LiO . — It is not pnirtirable to tax tobacco as a crop, and very 
didk'ult to tax eountry-inade tobacco at all. J would welcome a heavy excise 
on cigarettes, which are far too cheap and popular, but it will l)e difficult to 
touch those wlm make their ouii ergarettes. Nearly a century ago the Bettle- 
iiKoit Offaers of Orissa as.ses.sed tobacco land at 4 to 12 times thet highe^st rate 
for paddy land, and some zemindars charge^ special rents for such land ; but 
Govern meld ronld not do this without a new and expensive staff. On the 
whole* I wouhl only suggest an excise duty on mac*hine-niade cheroots and 
cigarettes aiul pif»e tobacco at say Hs. 2 per lb. for smoking tobacco and 
cheroiit.s and Hs. 4 per lb. for cigarettc‘s. 

If anything more is attemjited a regular <»rganization will be necessary and 
might d«*al also with he^elnut and betel loaf, which were taxed hy the East 
India Oompany aiul are easier to deal with than tobacco. But I doubt if it is 
worthwhile trying this. 

I have left untouclied much that i.s of interest, but should like to emphasize 
that with rare exceptions the best tax is that which is least felt or least re- 
sented. Almost any change, other than an unbalanced reduction, is sure to 
rouse resentment. 


SUB8IDIAKY NOTE. 

Mu nivijKit Fitianrr. 

In this province the outstanding feature of municipal taxation is that w^hile 
rates are substantial the iircK^etnls are small. 

To take Sylhet as a typical case, the nominal direct taxation is, excluding 
(ffoverninent buildings ; — 

H cent, on the annual income of the rate-payer, plus in certain areas 
Jlatrine fees on holdings having latrines at 10 to 12 per cent, of the annual 
value, and water rate of 0 per cent, or 7i per cent, of the annual value. 

The present and the proposed assessment under these heads is : — 


Persona] tax . 

• • • • 

Present. 

Bs. 

. 12,850 

Proposed. 

Bs. 

17,884 

Latrine fees 

• • • • 

. 8,028 

15,869 

Water rate . 

• • • • 

. 6,168 

12,829 

Total 

Govbrnmsnt BuiLDiKas 

. 26,546 
. 10,876 

46,S82 

10,876 


Total taxbs 

. 87,421 

• •• 


As recent revaluation without alteration of rates has raised the assessmant by 
71 ^ and though some valuations are likely to be reduced it is iznprobaUe 
that tents or inoome have be^ ovmstimated. Anyhow this great 
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shows the inaccuracy of municipal assessments; an inaccuracy which is almoal 
ima voidable when most people live in flimsy structures for which they pay 
no rent. 

The municipal returns show' that the incidence of taxation in 1928-24 waa 
Ks. 2-14-9, but about one-fourth of the taxation show^n is made up of tlie rent 
of the Surma ferries wdiich are farmed out. This is not really municipal taxa* 
tion and the ferry tolls are paid largely by persons living outside municipal 
limits. It is doubtful also whether the rates paid by Oovernment ahould bw 
regardiKl ns taxes on the inhabitants. Excluding those two itonis the incidence 
cf taxation proper is under Rs. 1-8 a head and of this the greater part is directly 
for payment for services rendered, water-supply and private conservancy. 

Altogether the income is composed of — 


Per cent. 


Taxes proper 48 

Government buildings 18 

Grants from Government ...... 0 

Municipal property including pounds and ferries . 28 

Fines and Miscellaneous ...... 


Hitherto wheeled traflic has been negligible; now ^he motor *vmc iwod 
taxes on motors may yield some rcnonue. Other possibilities arc foes on 
mooring Ix^ais — Init this would bo troublesome. Licenses for lK>nd>s aiul musicat 
|>arties might yield a substantial sum if they W'cre at all proportionate to the 
nuisance. The charges for house water connections should in any case be 
increased. 


Mr. Webster gave oral evidence as follows : — 

Tlif’ 7*resi(ifv t . Q . — As regards <|uestions Nos. 1 to 9, you know that a new 
Committee (the Economic Enquiry Coniniit tee) hns been ap]»ointod and your 
replies will be transferred to tlieiii. We are only concerned with the incidence 
of taxation on classes. You say that tlu^ statistics of labourers* wuiges are 
practically u.sekvss as a guide to taxation ; but ive have been told that there 
!s a lot of material in the Report of the Assam Tiabour Enquiry Coininittee. 

A. — That is as to the material condition of the workers on tea gardens, 
showing in certain case.s what their actual family budgetis are against Mieir 
earnings. 

Q. — It is eonirnonly stated that the wages on the tea gardens are extra- 
ordinarily low'. 

.4- — The wage is very low', hut it is a family wage for practical purposes. 
Women and children work and though the earnings of the men are lower than 
they would be in other lines, the total family earnings generally come to 
Rs. 20 a month. Besides, there are indirect advantages, such as a free houso, 
free fuel, good water supply, medical attendance, etc. 

Q , — Is your e.stimate for a family of live? 

A. — I am assuming that the man, his wife and one child under 14 nro 
w'orking. 

Q , — ^What taxes would such a family pay? 

.4. — They wrould pay no taxes unless they drink spirits. 

Q . — Can they have as much pachwai as they like free? 

A. — ^Yos; wre call it lao-pani in the Assam Valley and pachwai in the Surniiu 
Valley. 

Q . — ^Do they pay on salt? 

^.-.Yes; they pay duty on their clothes also; they moetly Wfar importea 
cloth. 
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Sir Po they wear better elas^s doth? 

t.— It IN raiher iuforior .stuff, but they do not it thenujehes. 

Q,- They <lo not use the ffombay doth? 

I — I think a good many of them do. 

Thr rrtHtdrnt. Q . — Do these people iiianiijjte to save anything? 

I Those uho are frugal sixve a lit lie and luiy land; others will spend 

H’hat they save on drink or nierry-mnking : that depends very much on the 

() tln^y not tiie lowest <‘lass oi lalxiurers — people who have no skill 

fit any sort? 

a[ Vos, most of tlnon left their disiritts in limes of distress or scarcity. 

-'Have you nunle any estimate as to wiiat tlie family taxes would come 

.1 . — No. 

(J, --Would it he |.osMhio to gft an e>fimato? 

^4 _0„o could estimate* the salt tax at .3 anna.s per head ; the others would 
?K ditficuit to <-stiniate, heciui>e the great inajority of them do not drink. A 
fou ot fcJiem take hut not inan\’. 

Tftr Uon'hh' Snnlnr Jngendra D.— Don’t some of them drink? 

{ — Some* drink spirits. 

Sir Ptrcf/ Tfifim})sof}\ Q . — ^fost of them drink jmchirai or locally-distilled 
liepior. 

Thf llnidfdr Sdnlar Jogrudra Singh. What would the eo.st for their 

r.ohsistence come to in n mouth? 

A . — Tt is almost iinv)ossihle to say; according to estimates, they spend the 
whole of their income, 

ih\ ]*aninii)yr. Q . — Are their passages to iind from their native places 
paid by tin* estates? 

.1. — The [lassages from their nati\e districts to the estates arc paid hv the 
csstates; they are not entitled to get their passages back, but they may go hack 
iis recruiters. 

The r resident. Q . — The Assam Labour Enijuiry Report would give us 
how much they spend on clothes? 

A. — Yes. 

Q. — So that a family of four would earn, say, Rs. 240 a year and sjonie- 
thing more', e.g., a free house. 

.1. — I do not think that even in the Assam Valley they earn more than 
Rs. 300 a year; in the Surma Valley it is a little less. 

were told that we could got some family budgets from the settle- 
ment reports ; can you tell us what the best settlement reports are which would 
serv’o our purpose? • 

A . — The settlement reports have not yet been written; it is now under 
progress in two districts in the Assam Valley and the Settlement OfBcer has 
been instruct-ed to prepare family budgets. I am not aware of any settlement 
reports at present in existence in which family budgets are given. 

(?.'*—Yeu refer to a report on the Hailakandi flood area ; what is that? 

A . — About the year 1915-16, there were very serious floods in the Haila- 
kaiuli subdivision of the Cachar district. There was excessive indebtedness 
and as a result of that, an ofl&cer was deputed to make a survey of typical 
villages on the same lines as Major Jack’s report in the Faridpar dikrict. 
The special officer took up 27 villages and made detailed house-to-house en- 
quiries as to the condition of the pwple living in those villages. He found 
bhat the actual level of prices was a little higher than in the Faridpnr district 
mnd the indebtedness rather less but differently distributed. 

Q.— Are there no family budgets in the Census report? 



1. — Yo>i, there were some in the last Censxis report. 

Q , — ^These help us to get the incidence of taxation on the lowest 

elasses. 

A . — I think so, decidedly. 

Q , — You refer to a house, poll and tUio tax, you say that the house 
tax is sometimes 2 i>r 3 rup«H's, sometimes as low as He. 1 and .souictimes as 
hi^h as Rs. 5. Who makes these assessments y 

A . — They are made by the Deputy Commissioner suhjei't to the approval 
or tJic Commissioner and (Tovorninent. In the Naga Hills, where there is 
permanent cultivation among the iriljes, the rate has been fixed at Rs. 3; 
!n the remaining flistrii'ts wdiere the cultivation tlmduates, it is Rs, 2, 
Foreign settlers who come and settle in the plains pay Rs. 5, and in tho newly 
administered areas recenLly tiiken over, the tax was started at Re. 1. 

Q . — It vavi«‘s hy classes or localities and not from hcuise to house? 

.1. — Yes, Similarly in the hills, it is levied n(‘cording to the fertility of 
the village and ibs accessibility. 

Q, — Is the grazing fee ba.seil on the number of cattle? 

-1. — Yes, It is Rs, :1 a year on buffaloes in the Assam Valley and Re. 1 
in the S’nrma Valley. 

7>r. l*aroinp}ti\ Q. — The fees must he juiid whether the grazing ground U 
used or not ? * 

.1. — The grazing ground is used. 

The Prf's}fi**nt. Q. — Is tliere no exemption ‘for eaitle used in agrieulturdP 

A, — Thi.s tax is not levied on cattle used in agriculture. It is purely on 
professional graziers, mostly fortdgner.s. fn the case of cultivators, nohody 
call be assessed as a professional grazier unh*ss he has at least- ten head of 
cattle in use for the plough and iinle.s8, in addition, the bulk of his income is 
-derived from cattle trade and not from agriculture. 

Q , — It is rather a sort of tax on eircuinstances and property? 

A. — That is so. 

Sir Prrey Thompson. Q . — Would you call this house or poll tax a tax 
at all? Is it not a remt? 

.4. — I would call it a tax, because we impose the tax, whether the 
man cultivates 10 acres or 3 acres or even if he is a village carpenter and 
does not cultivate. 

Q. — Yesterday we w'ere told in evidence that thi.s tax was a substitute for 
the land revenue in the backward tracts. 

M. — It is in a sense, because we charge no land revenue; on the other band, 
this tax does not, like land revenue, depend on the extent of cultivation. 

Q . — Would there not be professional w'orkmen or non-cultivating people? 

4. — I won’t say there would be none. There is the village pricsst. 

The President, Q . — Would he pay? 

4. — He would be exempted, as a rule, as a teacher, 

Q. — Y'ou say that the chowkidari tax is very unpopular. Why ia that? 

4. — There is a feeling that the chowkidar does nothing for the village, 
that he is merely the servant of the police and not the servant of the village. 

Dr. Paranjpye. Q, — Does he boss it over the people? 

4. — He is a miserable person, he can hardly marry his daughter. 

The President. Q. — His pay is very low? 

— ^Yes, it is never more than Rs. 6, very often it is Rs. 4. 

Sir Percy Thompson. Q. — Is there general satisfaction with the way in 
which the chowkidari tax is assessed ? 

4. — Very little, 

Q , — ^Tou say it presses more heavily on the poor than on the well-to-do. 
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It cIoe«, but we get very few objections on that account. We try to 

l>erMuade people to put more burden on those who are l)etter able to bear it. 

Ih this chowkidari tax levied in the same district w’here the house tax 

is in force!*' 

A. -Sot ill the same areas. They have no chowkidari tax where a house 
tax or poll tax is inipost^d. 

The rrenident. Q, — Why is the chowkidari tax levied in some places and 
not in others? 

4^ — ’VVe have practically no fioHce in places where the house tax is in 
force. The village headman is the Imal representative of Government. 

Hir Percy Thompson, not the reason really that the tribes are 

migratory ? 

4.— ^‘That does not apply to the Khasi or tlie Nfiga Hills. 

Q,^ If they are permanently settled, why can’t you have land revenue? 

4 ^-.|UM.au 80 the cultivation fluctuates. They one day take a hilU 
sitli*. burn it anci prepare it for cultivation and cultivnti* for one or two 
years, after \vh\vh jungle grows up again and they go to an entirely fresh area 
ami cultivate there. 

(/.—These areas they cultivate imist he nt some distance from the village. 

/i , Often several^ mih^s. 

The l^iesidenf. Would the chowkidari he an unpopular tax if the 

proceeds were applied to local purposes? 

.1. “1 think HO, but still there are expcriemecl laa al Board members and 
Chairmen who advocate this as the best form of local taxation on the 
aH.sumption that it goes to a village authority wlio would look after the sani- 
tation, communications and general welfare of the village, as well as run the 
chowkidars. 

Sir Percy Thrmipson, Q . — Does the tax pay for more than the chowki- 
dar'N vahiry? 

A, — At present it only pays for the chowkidar, but the idea is to combine 
the chowkidari and the village authority as has been done in the new Bengal 
Act and to have a combined tax for the two. 

The President . Q . — That is what the Punjab have done; do you advocate 
the .same thing? 

.1. — Theoretically I think it is the best way, hut it is very difficult to say 
bow uni) 0 ]U]lnr it will lie. 

Q , — Did your Government try to get rid of the chowkidari tax at any time? 

4 — Xo; it has been the other way, viz., to convert the payment by 
jayirs into tlie payment of a tax. 

Q . — Whom did you give your jayir to? 

A. — Originally patwaris and chowkidars had lands and they enjoyed the 
few^ acres they had free of revenue or rent. 

(/.—Was that in the two permanently-settled districts or was it general? 

.4. — Only in the tw^o districts. 

Q. — Did they originally have a revenue free grant? 

A. — Only in some parts. 

g , — I suppose that prices have now risen and you wish it had not been 
done. 

.4. — My ow^n experience of the system of payment of chowkidars by jagirs 
which obtained in Bengal was that it was very unsatisfactory. They senerally 
got into the hands of money-lenders. 

<?. — ^Tbe iagir changes hands. 

— ^Yes, and the chowkidar got nothing. 

Q, On the other hand^ the land is now worth something. 

A. — is worth a good deal. 
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Q.-r-Have you any knowledge of the proposal made by Sir Edward Baker 
at one time to abolish the chowkidari tax? 

.1.— No. 

Q . — When he was Finance Member he cancelled the village service cesses 
in ^e Unite<l Provinc'es and Madras and when he became Liewtenant-Gover- 
nor of Bengal he attempted to do the same thing with the clumkidari tax, bnt 
she proposal was refused by the Government of India. 

.4. — It was just after I left Bengal, 

Sir Percy Thompson, Q. — You are in favour of the removal of the 
exemption of agricultural inconjes from income-tax. 

.4. — On economic grounds 1 would favour it, hut the qticstion is whether 
the small amount we should get Would he worth the dissatisfac tion which it 
will cause among our most important landholding ('lasses. 

Q — You say you would favour it ou economic^ grounds. Mow would you 
justify an adclitional hiinhm of iiu*ome-tax, when they alre^ady pay a very 
heavy tax in the sha[»e of land revenue? 

,4. — I regard the land revenue as really equivalent to a rent and not ns a 
tax, and 1 soo no rejison why a man who pays land revenue to Government 
should escape income-tax. 

Q . — You take the view that land revenue is simply a part of the economic 
surplus. 

A. — That is so. • 

Q . — In Assam probably, relative to its a tax on agricultural incomes 
would yield a fair sum? 

.4. — I estimate one lakh of rupees for my division. 

Q .‘ — What about the tea planters? 

.4. — That would be much nearer half a crore. My estimate of one lakh 
W’as apart from tluj tea planters. 

Q . — Taking 25 per cent, of the profits, the tax would amount to 17 lakhs 
and if you take the whole 100 per cent, it would amount to 58 lakhs. 

A , — Soinetlring like that; it is a big sum. 

Q , — You say that there is much to l>e said in tlie present state of Assani 
for substituting a tax on turnover for an ineonie-tax. You cannot do that, 
because you cannot make a special case of Assam. 

A, — You cannot do it. 

Dr. Parartjpye. Q, — C^an you not issue a private order to your officials 
that if no other information coiild lie got, the turnover might be used a basis 
for asiessinent? 

A,' — I think so; it was the practice a few years ago. 

Q , — Very often in England, even now, the estimate is made by reference 
to the turnover when a man has not got proper accounts. 

The President, Q, — You have given us a quotation in which you say that 
t!\e question is whether such a tax will exmstitute “ augmentation of the 
public assessment (on permanently-settled estates) in consequence of the im- 
provement of permanently-settled estates.^’ Could you tell us where that comes 
from ? 

A, — It is a quotation from the Permanent Settlement Regulation. 

Q . — You do not think that any breach of pledge would be involved? 

A. — I do not think so, but it would be regarded as such. 

Q, — ^You say hemp grows wild and so affords easy means of elieap intoxice> 
tion. 

A.— Yes. 

Q, — ^From this I assume that you can get intoxicated on wild hemp. 

A. — ^Yes, it has the same effect as ganja. It would give you a worse head, 
but I have no personal knowledge. 



404 


— We hare been told that you get the reein which contains the intoad- 
cat i UK property only when you grow' the male plants separately and that if 
you grow the nialo and female plants together, yon do not get any intoxi> 
cation. Therefore there is no need to worry about wild hemp growing. Is 
your exjwrience different.** 

,4.— I have been told by Excise Officers that in the case of the wild plant 

you take the whole of the leaves, not merely the floater. It is not ganja 

properly speaking, but what is lo€?ttlly known as hhang. 

^ ^„We have? been told, particularly in the United Provinces, which has 
the largest con.sumption of hhang in India, that it is an innocuous and cooling 
drink. Do you find that it is used for smoking like ganja? 

— I do not know exactly how it is used; it is probably mixed aith 
tobacco and smoked. 

y.—lt seems to me to be a matter of considerable importance when you 

are pushing up the duty to an enormous height, that you are all the while 

allowing a substitute to grow wild. 

— Xho fac-t is that villagers in the hills have found it worth while to col- 
lect this plant and sell it to coolies and others; so I assume it is the quality 
they want. 

Q , — You are now putting the duty up to a level of Ils. 25 to Rs. 35, while 
hhang is practically almost untouched, and if it is as easy to get intoxicated 
on the one as on the other, it is rather a rtduciio ad ahsurdum. 

.4. — There is very little demand for the imported bhang which we get from 
the United Provinces. 

Q. — l.s there any Excise Officer up here who could i)ut us in touch with the 
actual facts? 

.4. — I think there is an Excise Officer up here now* hel[)ing to revise the 
Excise Manual; he may have practical experience of it. 

Q , — Then you say ** spirit is easily distilled from the rice beer allowed to 
the tea garden Jaliourer.'’ Is it in practice? 

*4. — Yes; it is quite coininou. 

(>. — Is it very strong? 

.!. — In the early stages, it is very iiinocuous. Cliildren of three years old 
take it easily. 

<S’// Vt'icg lliomp.son . — Then how' is it made strong? 

.4- — It depend.s u|)on the amount of water used. If you put very little 
water to the rice you get a rtrong beer, whereas if you put a large quantity 
of water you get a weak and innocuous drink, which will be very like barley 
water. 


The 2*rtsidcnt , — If you put no water? 

.4, — Then it is very strong. 

(^K — That is what they use on festival occasions? 

.4.— Yes; they also mix something else which has an intoxicating effect. 

Q . — There is no attempt to control that * 

.4.— Yes; there is no control beyond the prohibition of sale and possession 
of more than a certain quantity-. 

Q , — Do you think it ivill ever be possible to control it? 

.1.— No. 


Q* ^1^0 you think it is necessary 


The Son' hie 5urdar Jogendra Singh, 
to ('oritrol it? 

.4.-1 do not know. The general opinion is that it is not as stronir as 
spirit. * 

The President. Q.—Yon say » Illicit distillation is known to be prevalent 
blit interference is restricted by the danger of causing unrest.*^ 

A.—The illicit distillation is chiefly on the tea gardens! Visits by the 
police upset the manager of the garden. He does not want the police or th» 
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Sseise Officer to go into the garden. He generally lets things go on tiB it 
lieconie?; a scandal and then he gives private intimation to the police omoer 
who will then take action. 

Q . — And you cannot exercise a greater measure of control than that? 

^4 .—Xhen we should run the risk of upsetting the lalnnir force. They 
resent very much the interference of the police offiwrs. 

Q . — But cannot you compel the planters to stop distillation? 

/I .—He would be trying to keep it down himself and keep it in moderation. 

(;>.-^X)o you have a provision in your Act that the landlord is liable to 
prosecution if the act i.s coininitted on his land with his knowledge? 

.4. — I do not think so. 

Q . — You think you should raise the duty on country spirit? 

4 .__()„]y very gradually. I think more might he transft?rred from license 
fee to duty. 

Q — You would allow Ijocal Govcrnmeuts to im]>ose a duty on imported 
spirit not exceeding the dntv on country spirit in addition to moderate license 
foes”? You know that would create difficulties as between provinces? If 
you raise the provincial duty, you w'ould have to pay a preventive forcr© to 
prevent spirit that has not });ud as much as your duty from coming in. 

4. — It will liave to pay hetore coming in. 1 he present idea a« regards 
liquor manufactured in (^ih’utta is that anybody wlio wants to impo<’t is to 
apply tg his own district offu'er for an import ct'rtificate find pajr the duty. 

Q . — Then it would make each tn’ovince a water-tiglit compartment. Is it 
. rot more satisfactory to leavf* the duty on foreign liciuors to the (h>vfM*ninent 
oi India:" 

.4 — Yos ; I see the jn acticnl diffienlties. 

Q — Yo\i say Under a r<‘<eni arrangement w ith Bengal this t)rovince will 
get the duty on country made lf>reign liquor and drugs imporled into Assam 
Iroiii Bengal hut the a<]justmenl of liceusi* fees is still under <H)nsideraiion.” 
AYhat has Bengal to do w itli your license ft^es!" 

4. — They say they are getting very large licenst' lees in Bengal ott foreign 
liquor and the question i.s wlu‘tlier they should allow* us a .slniro in tiioso 
license fee.s in respect of the lorcign liqmir .><*nt from Bengal lo Assam, 

. — The question is whetiun* part ol the lees paid in Bengal should ho 
yours? 

.4.— Yes. 

Q — Bengal has the vetid fee for liquor sold in Bengal hut not on liquor 
sold out of Bengal. They (harge As. 2 a l>ottle. 

.4. — I am afraid I did not (piite uii<!erstand the princiitle. 

Sir Percy Thompson. Q.—]t may he that they want to charge A.s. 2 a 
bottle on the whisky sent to Assam and give you a part of it. 

A . — I do not knmv. 

The President, Q, — In answer to question Xo. 94 yon say Heavier fees 
could be levied under the Arms Act. Foes for sporting liceti-ses might be 
raised.^’ What is the present fee for a sporting licMmse!*" 

A. — Rs. 5 in the beginning and Rs. 2-8 on renewal. 

Q , — You mention a fee for taking extra aininunition ? 

A , — The present fees cover a certain quantity of ammunition but we give 
extra ammunition free. 

Q , — This is a local regulation ? 

A.— Yes. 

You say that explosives might pay an excise duty. That is, locally- 
made gunpowder? 

A.— Yes. 

Would you approve of a monopoly of explosives? 
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^,1-We have practically a monopoly. Everybody who manufacturca ex* 
ploaiveH has to take oat a license. 

Sir Percy Thompson, Q, — Yon would not tax explosives made in Assam 
and let explosives made in Calcutta enter free. If you have the excise duty, 
would you not he killing the local industry P 

A, — Yes; I am afraid that a provincial excise would not be workable. 

The President, ^.--Graaing fees, you say, could be raised? In Madras 
it is As. 3 for a cow per year. 

A.— Here it is As. 4 to As. 8 for a cow and Rs. 3 for a buffalo. It is a very 
small proportion of the produce. There is a great difference between the two* 
in the consumption of fodder and there is also a difference in the outturn of 
milk and ghee. 

Dr, Paranjpye, Q. — Not to that extent. 1 : 2 would be the utmost ratio. 

A. — Six mounds a year, I take it, is the milk production of a buffalo; and 
in the case of cows, very few of our cows will give more than a maund in the 
year. 

The Honshu Sardar Jouendra Singh. Q.—Do you think that the land 
revenue system as it is worked here is quite fair and just and is worked just 
as it would be worked by a prudent landlord? 

A, — I think so. 

Q . — Have you a large area under permanent settlement? 

A. — About 240, (KM) acres are under permanent settlement; and they have* 
a sort of fluctuating settlement in the hills. 

Q , — What standard do you w'ork up to in fixing the assessment? Up- 
to /5b per cent? 

A. — We hardly* base our assessments on rents. 

Q . — What is your system? 

A. — We generally start by examining the prasent incidence and the condi- 
tion of the tenants and estimate what increase can reasonably be expected 
owing to the genernl improvements in communications, etc., during the 
course of the settlement. 

Q . — You say ** lands are not l)ecoming more fertile.^* 

A.— Yes. 

Q . — Are the holdings getting smaller? 

A. — The holdings, 1 think, are getting decidedly smaller and there is more 
encroaichment on land liable to flood. 

Q . — What will be the average holding in the permanently-settled area and 
in the other area? 

A. — I am afraid I cannot say that exactly. But I think in the perma^ 
nently-settled an?as, 7 or 8 acres is the average holding and in the temporarily- 
settled area it is less. 

— You saiy that the land revenue is not a tax. 

A. — Though the element of taxation is not altogether absent, it is more 
in the nature of rent, 

Q . — Then you riHHniunend a tax on incomes derived from land. Sup* 
posing you had no landholders and you had no vested interests to give 
siauxiity to the State: do you think it is in the interests of the State to* 
interfere with vested interests when the income that you are going to get 
is not very great? 

A. — I think it is very valuable to have people with vested interests who* 
form a conservative block. I may say this : suppose you invest your capital 
in buying house property in a town, you do not thereby escape income-tax on 
your profits from rents. 

^.—Don't you find the Manzadari system working in the interests of the 
State? 

A, — I think it is a most valuable class. 
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The President, Q. — What ex.icilv is the iUTatiJEadarP 

.4 . — He is something between n ^ervant of the GoTerninent collecting rents 
and an agent w*ho is making what he can. He has to <H>llect a fixed land 
revenue and geta coinniission on the amount he collects. 

Q. — Does the 10 per cent, come out of tlie collection or will he have to take it 
in addition? 

.4, — It comes out of the colUn'tioii. 

Q , — Do you regard him as a useful collecting agent? 

.4, — He is far more useful us a representative of the Government. 

Q , — You say that the total cost of collection is 10 per cent in viauzadari 
areas. 

-4. — Yes; practically the whole of the Assam Valley is mauzadati, 

<?. — Do you have Tahsildars? 

A. — Not in mauzadari areas. In certain areas Government collects 
through paid servants and the cost of that comes to only 5 per cent. 

Q . — And you consider tliat the Mauzadar is worth the additional 5 |>er 
cent ? 

.4. — I think so. In these areas in which there is no asaiiiindar, he is the 
local big man and the representative of the (iJovernment. 

Q . — You don’t add any overhead charges in your cost of collection for the 
Deputy Commissioner and the Commissioner? 

A. — I think it is included in the 50 per cent. It is ^udy on the first ten 
thousand that 10 per cent is paid. Only 5 per <?ent is paid on the halanco. 

Q , — Is the Mauzadnr hereditary? 

.4. — No; but the practice is to appoint a man of the same family — the next 
good man available. 

Q . — You say that a tax on nuitaiions would he very trouhlesomo. Is not 
x>ne levied at present? 

A. — Mutations in the field are free. If yo\i apjdy to the Deputy Com- 
missioner there will he a small fee to be paid. 

Q. — Mutation on the field — is that on a writtiui application ? 

.4. — As a rule it is on verbal application made in the first places to the 
village patwari and subsequently passed by a Circle Officer. 

Q . — You say it is not practicable to prevent fractionisation in a Muham- 

madan land.’’ 

.4. — Yes; with the pre.sent law of inheritance, it is very difficult. 

Q. — Would you tell us what is the .systtnn of assessing land in municipal 
jtreas to land revenue? 

A. — I have very little experience. But I think that in Bylhet, for instance, 
it is all revenue free owing to some untrot^d free grants long ago. It was 
made into a Kasha which wa.s always held frcje of revenue. 

Q, — To whom was it granted ? 

A. — 1 cannot tell you. But we found the land in possession of a large 
number of people who claimed to hold it revenue-free. Our general principle 
now is to take a fair equivalent of the economic rent in assessing building siW 
in municipal areas on Government landj but it is very arbitrary. 

Q, — Don’t you follow the 1895 order of the Government of India? 

A. — We endeavour as far as possible. Bui I don’t think the rules are 
very easy to interpret. There is very little private land with which to com- 
pare it. 

Q, — Don’t you fix a quit rent and sell by auction subject to the payment 
of that ? 

A. — We do not sell by auction. 



408 


0,-r-Th<*fi suiiiiOHing land which is assessed land revenue as agricultural 
land is subsequently iiieluded in the limits of a town, ho«’ do you deal with 

that case? , . • i 

/j fij the Hrwt instance we should not make any alteration; but m the 

next revision ol tlie settlement we should treat them as bazar sites and apply 
thf bazar rates. 

this Kasha, have you any other town lands that are free of 

assessment ? 

4 — \V<* have a lot of revenne-fr(M* town lands jn Haniachand. the biggest 
village in thi> provincf‘, with ;r>.(XI0 inhabitants. They have held these lands 
front time iminemorial. It is ?iot all revenue-iiw. In some cases W'e brought 
civil suits and lost them. In Shillong we have put up revenue very largely 
and are taking preiniunls. 

Sir VcKij Thompson. you think it requires a revision of the law ? 

.1. — Tlte iunflainenial <|iiestion is whether land revenue can he elaiuied 
alter <>(» years. 

What we ai«* trying to <lo is t<i make some sort of comparison between 

tin iin ideiue of land n \ enue in diHereiit provinces. What we have got to 
d.; to got the ccfjnotnic rent where we eati through a process of .sampling and 
conipan* that with the land reveiiin* in ilie areas in question. Is it practi- 
eahle to do that in As>aiu? 

.1. — i think it is in |>arts of my ili vision. 1 know' very little of the Assam 
V^alley. 1 think a ^ood deal can be done. We have not got a record of 
rights for Sylhet di.strict. In our tcmi»orarily-seltled areas we have very 
little authority to determine rents. So that tfuTe is no <'o*npIcto record of 
rents anywhere. A certain number of bonds are registered. We made an 
ex|»eriiuental survey aud we collected good deal of inlorination in other 
sottleiuen ts. 

V. — May we now (oine to minerals? TIu* plan tliat has been more or 
less suggesU'd to us in other i)rovinc<»s i.s to eombine a flat rate on raisings 
and despatches, a special income-tax on landlords’ royalties and a .si»ecial 
income-tax or super-tax on i-ompaiiies’ profits. 

4 . — jji ev(*ry thing? 

0 , — Whether a mine makes profit or not it ought to pay something for 
local .servic*e.s. Landlords’ royalty is purely an nnearne<l increment and it is 
quite riglit he should pay ii .special tax us in England. Companies’ protits 
vary very much with regard to the value of tlie minerals. The suggestion 
made in Behar w as that the taxes based on these three principles should be put 
together in a fund which .should pay the Ciovernment of India for their 
specialised staff, pay the local bodies for roads and the balance should go to 
tin provincial (iovernment. 

.1. — This province is in a slightly dilfc^reiit position. Except for one set 
of oil wells all minerals are in lands at the disposal of the Goreriimeiit. So 
we get the royalty. 

Dr, raranjpye, Q , — I understand you have got coal mines at Cherra- 
punjtH\ How do you charge them? 

A. — ^We charge nothing at present. But negotiations are going on for 
settlement. 

Q. — There is an agreement with the people that each man is entitled to 
as much coni for himself as he likes? 

A.~-Yes. 

0ir Percy Thompson, Q , — If you had a free hand in the minerals belong- 
ing to Government, you would charge such royalty as the quality of the coal 
or mineral would bear? 

A.— Any way we follow the Goveriimeqt of India rates. We take a certain 
percentage of the value of minerals varying with the quality. In some cases 
for our own (H>nYenience we have converted this into a fix^ sum per ton. 
The difficulty is really in estimating the value and it is not an easy matter. 



The Presideni, Q , — When you have done that, have you not a!>owed for 
different qualities of coal which are being mined because you are charging 
royalty varying with the selling price? 

A. — Yes. 

Sir Ptny Thomimw, Q . — It you tax the companies profits, are you not 
putting a tax on good luanageincnl ? 

A. — Yes. The difficulty is we are already taking income-tax. 

Q, — Inconie-tax is a general tax. This will be a differential tax on a 
particular industry. 

.4. — I do not like a difiereiitial tax on a .spec ial indu>tr\. 

Thr Prv.^nJt:nt, Q. — Don’t you think there is a reast»n in the fact that 
they are using a wasting as>et which ought to belong to the general tax- 
payer r 

,4.- — No. 1 tliink inci»n»e-tax is a very much heavier Iniiilcn on a vastitJg 
as^et tlian on an investment which brings you a ])crnmnent income. 

Sir Periff Thnm itsuti . Q . — Is it not tiu* owner's estate that is wasting? 

4. — ] tliink the owner’s estate* is wasting uiuloiibtedly. Hut so is tlie 
trader’s. 

— Only to tin* <‘\tcut that his inachinciy W4*ars out. 

Tin: Pre.sidftit , -But ac tually in the case ot the mines owned by (iov- 

eminent you iuimot take everything that you should lake, heirause tlie Gov- 
ernment ot India rules prevent you. * 

4, — I am not in a position to say liow much we could take. Any way at 
present we are l>ound by tlu‘se orders. 

Q . — In tlie case of the private mim\s the owners charge Hometlung very 
luucli more than the rate in the Government mines. 

4. — 1 have no knowledgt* on the point; hut the (Joveniment of India 
rates are ^'ery low. 

Q, — You say that Orissa used to have a special rate of land revenue for 
tobacco; so that I take it tliere would be no breach of the permanent settle- 
ment. 

4. — There will be great diffic'ulty in tlie case of tenants who have got 
occupancy rights holding undiT proprietors. We could not iiiterfen* with 
their ixnits without a radical alteration of llie tenancy law. 

Q. — Then you say that at one time there was a tax on hetelnut. 

4, — T l>elieve so. 

Q . — Can you give us the reference? 

4. — T came across this when T was dealing with the Gazetteer of the 
Noakhali district. I think there is a note about it. 

Sir Percff Thomjnon. Q . — On what basis nr^ local cesses raised for the 
purpo.ses of the District Hoards? 

.4. — The general idea is one anna in the rupee of revenue. That is the 
original idea. In the fully assessed areas it is one anna in the rupee of 
revenue with libertj' to raise it to one anna three pies. In Sylhet district 
we had not the information to adjust it to rents and we fixed an all round rate 
at two annas i>er acre. 

Q . — >iVhat you do is to charge one anna in the rupee on the land revenue 
of fully assessed areas of temporarily-settled districts. In the permanently- 
settled district you charge two annas on what would have been land revenue 
had it been fully assessed. 

A. — In practice you will find two annas is what they pay in Sylhet. It 
is given in the Local Hates Regulation. Clause <c) provides for the perma- 
nently^^ttled areas in Sylhet district. Certain allowances are made for waste 
lands. 

— (5) is the thing that puzzles me. 
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A , — Qausici (?>) is complicated but only applies to a limited number of old 
grants. 

Q . — in the ordinary way you charge on once the land revenue. In this 
you charge on twice. 

A , — On rev'enuc-free lands it i.s paid on twice the estimated land revenue. 

d. — 1 suppose really they wanted to g<»t soinething out of them. 

Flut gf'nemlly speaking it is one anna in tlie rupCH' on fully a.s.se.vsed 

la rids, 

.1.“ That is the general thing. 

/,!. — I understand you have .some coinjiiicated provisions for the appor- 
tionment id the cess. 

A. Yefl. 

Q . — Can you say what is done in the (emiiorarily-settled districts? 

.1. — As far as I know in the temporarily-settled ar<?a.s nothing is recovered 
from the tenant. Thur i>. in the case of tln^ |)easant proprietor letting out 
land. 

0 ^ In the tern |>orarily-set tied areas? 

.1. Ill soiju cases the landlord g<‘ts nothing at all. In other.« he ieco\oj*.s 
Oiic aena in tlu rujiec* of reveniu*. 

O. - Au Anna in the rupee of rent is more than nu aniut in ilie rupee of 
revenue? ^ 

A. A great deal more. It is quite impossible to say on wlioin the ces^ 
ult iiiiatc'iy falls in the Sylliet distric t. It varies from the lau llord pavic.g 
the whole to the landlord making a profit on it. 1'he c'ommone.st of all is to 
take half an anna iti Syllu*t, Where more than half an anna is taken it 
juohahly include.s illegal ee^sse^s. If you ask tluuu about that they say it is 
foeal rate. But it is .something- besides local rate. 

Q . — Has thi.s practic-e hcKUi in force for a long time? 

A . — I think since the Regulation was passed. In the permanently-.settled 
areas the rents got increased by various way.s. The landlords can increase 
the rents through the c'ourts on certain grounds and increase them very sum- 
marily in the case of the tenants who have* not got occupancy rights. In 
the temporarily-HetthHl areas the tenants have no protection. 

(^. — Is it not the c ase that the loc‘al rate is paid either by the cultivators 
or the landlords and that the balance of local taxation is heavily weighted 
against the agricult urLst. 

A. — Yes. Rut the boarcLs get a good deal in the form of grants from 
Government and also have income from forests and pounds. 

Q, fake a shopkeeper in a village. What contribution doe.s lie make? 

.4. Rractically nothing direct. He pays to the provincial revenues and 
the province c'ontrihutes to the local hoard. 

it not desirable^ to have some sort of tax on non-agriciiIturists«k 
Bomething like the circumstances and property tax? 

A . — People suggest that in the place of the local rates. 

<?.~-Then the absentee landlord in some cases won’t pay anything. 

.1. — Unless he is a resident he will cease to pay anything. 

As regards municipal finance you say something about a tax of IJ per 
cent on the annual income of the rate-payers. What is that? 

.4. That is the way they have interpretcMl the tax on circumstances and 
pro^rty. Tlie i^ssessor made an estimate of the income of every person in 
the town end he proposed to take a tax of 1 J per cent. 

told us tliat a tax on circumstances and property is quite 
impossihlejn the municipalities because there is nobodv who is aware of the 
incomes of the inhabitants. 
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A. — I think for purposes of assessment they would base it on the ipparent 
position and expenditure of the man. They would consider his style of 
living. 

Q . — The reason people do not object to this arbitrary assossineiit is that 
the rates are very small? 

A. — T should not call the rate very small but the estimate of incHune is 
extraordinarily small. 

Q , — You soy the latrine fee is 10 to 12 per c'ent, water rate 6 to 7i per cent. 
Why are the rates heavy? 

A. — The conservancy charges are very high, and rents very low. Our 
water schemes do not usually pay their way and are assisted from general 
revenues. 

Q, — The latrine rate is not giving more than the cost of coiiservoiicy ? 

A. — It is supposed not to do so. 

Q . — What i.s the item, Government buildings? 

A. — Government have agreeti to pay 7i per c'eiit on the annual value in 
addition to the water rate and the latrine rates. 

Q. — Who does the assesstmnii? 

A. — Sometimes it is done by the Ward Commissioners in the Municipal 
Committee, but lately it is being done by paid men. Assessment is dono 
in Sylhet by a man who is jniid Rs. 3o0 for the whole job of revising the 
assessment. • 

Q . — Do you think it is fairly well done in this province? 

A. — I think they are extraordinarily inaccurate. 

Q, — There is no favouritism ? 

A. — I would not he prepared to say that. 1 have had no serious complaints 
made to me alKiut this. I <‘aii only say that it is done very roughly, but 
there are no serious complaints made. 

Q , — On what principles are the graiits-in-aid given by the Governmoni to 
the District Boards and Municipalities? 

A. — Originally I think a grant of 25 per cent of the ordinary incoirio 
of the lo<;a! bodies was given by the Bengal Government. It was meant to 
assist them in improving coniiininications. Now-a-day» a ct»rtain amount of 
nioney is given every year by G<»veriiinent and the C’oininissioner of the Divi- 
sion distribuU»s it betwc?en the local bodies in his division primarily in accord- 
ance with their locuil rate iiicoine, but with liberty to vary it in accordance 
n itli their needs. 

Q . — It is not list'd at all as an instrument of control? 

A . — Practically not. 

Q , — Could it not be made an instrument of control? Could you not 
require a certain standard of efficiency? 

A. — The trouble is if you withhold the grant from an ineffieient board it 
would get into a dreadful state, thcf roads would reinaiM uiiiriended and the 
schools would fall down, so that the possibility of control is rather limited. 
We have in a few cases tried to use this power by compelling the boards to 
utilize properly the grants given for special purprises and speml thehi only 
on such purposes. For instance, take the case of eflucation grants, Gov- 
ernment gives a very large amount of money every year tow'ards primary 
e-iucation and there is a tendency sometimes not to spend the money on this 
object and to divert the money to other purposes. 

Q . — If you exercise control, you can nm it very sparingly no doubt, but 
w'ould it not tend to a certain standard of efficiency? 

A. — It is done even now. The Commissioner does not distribute the sum 
placed at his disposal definitely in arithmetical ratio according to the local 
rates, but he does take into consideration how a body is likely to use tbe* 
money. The Commissioner in that way exercises a control over their expend!*- 
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lure arnt y. If I fiiul that they are not spending the grants properly, 

I wottM <«*rtainly r<*du<'e the grant*. 

The VrcsUlrnt. Q . — Actually the sums raised by lotal taxation are wholly 
iiia«lc<iuate for the jiurposes for which they are rr><iuirefl? 

t. — Yes, wholly inadequate. 

0 soe in the review of your last rejiort on the working of municipalities 
if, is said that ** it would, however, l»e idle to pr€»t€*nd that there has been 
much ifni)rorefneiit in the condition of the* municipalities. This cannot be 
c\‘(»cctcd unless and until the local anthoriiics obtain larger resources to be 
utilizcnl for the benefit of the area under their control.'^ Don’t you think 
that there are several measures which can be adopted to provide the local 
bodies with funds required for their development 

1 — There is no questioii that the present system of taxation is very 
inadf»quate and if the local bodies aant to run their administration properly, 
they will have to tat themselves. 

(jb- You meuiion a circular letter which has boon issued in this connection, 

cun you tell wliat suggestions are emlM>died in tliis circular letter? 

.1.-' Oik* (|uestioM is about revising the Loeal Hates Regulation .so as to 
increnM* the present rate to om* anna atid bnir |)ie.s. then there was another 
suggestion that tlie village nnthcu'iries tinder the local hoards should he given 
power to impose local taxation for their special needs, and g*‘norally the 
Kqdy from tlie loial bodies in my divi'-ion was, that they were opposed to 
an\ further iorin of Isi^ nation, hut tliev sngge>T<*d tliat ihowkidars sliould bo 
abolislicd and the proceeds of the (howkidari tax should be placed at their 
disposal. 

O „ ..\V<»uld that )k‘ legal? 

I." It wtHild rt'(piire a spei-ial Act :tnd something is necessary to take 
th(* p];Ke of *h<»wkidars if they ar^* aholi'^iud. 

bb- liven that suggestion would fall >horr of w Init other ]»rovintvs are 
actually doing? 

,1.- 1 itiiagine so. 

<'^b Actnally in the eax* of hn-al ImhHo- yi>u soe more than halt of tJteir 

imomo i*- fitpiu tho goiKual tax-payer ami the remainder — a considerable sum 
at least- 'is dcriv<*d from pounds. Is it not in the form of a disguised sub- 
sidy ? 

-1.- -.Vt prexmt it is a disguised suh>idv b<*cause tlie control still lies with 
the Magistrates. 

bb 'I'hcre 4 S also a considerable sum of income on fen ios? 

1. Yes, 

bb- l><» you tliink it riglit that ferry should be a M)une of revenue over 
and above tin* sfu x ices renderetl r 

.1." N(»t t hoort'tically of course, bm liaviiig been taxed for a long time 
the people* have become accustomed to this. J would rather prefer to keep 
it <ui rather tlian suhsiituie something else. 

bk' -Is it fair that when there is already a natural obstacle you should 
adil another obstacle in the shape of taxation? 

.1. -*1 .see the objection to it, but they have to pay something for the 
ui>kiH*p of the ferry and there is no objetqiou to pay something more. 

Q , — You are penalising the community who are on the wrong siae of 
river ? 

1."— Yes, to some extent. 

Q, — Y’ou proi>ase some form of tea cess on tea gardens. Will it be on the 
acre or on the produt'e? What shape would it take? 

A , — It would probably take an acreage rate, 

Q . — Tt would rather like a regular land cess? 

A. — Yes. 
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Q , — Hare you taken any ate^s to com|>el the municipalities to meet their 
own expenditure in the case of water works ? I see they are running at a loss. 

A, — ^They haT-e been induced in some eases to increase the water rates, but 
istill they are haring a minus balance. 

Q , — Gorernment contributed to the original construction? 

A, — Very considerably, partly by loans and partly by grants. 

Q , — Gan you tell us the proportion? 

A, — I am afraid I cannot say that. 

Q. — ^You have rery rightly pointed out that the rates paid by Gorernment 
should not be regarded as taxes on the inViabitants. Do you consider one ^ 
taxing authority sliould take the property of the other? 

A. — For instance, in Sylhet, Government buildings are the only substantial 
buildings which can he taxed. The great bulk of the people live in bamboo 
structures of very small value. There is no use of levying house tax on such 
people. 

Q . — Have you got no metre system for abater connections? 

A. — That is one of the proposals which Government is urging on the 
municipalities for years, hut they are turning n deaf ear to it. 

Q , — CanH you enforce it hy refusing grants? 

.4. — I think we can do it. 

Q . — I see you suggest licenses for homhs and musical partitas? 

A. — ^Yes, I see no reason why you should not tax ftie bombs, etc,, which 
•are fired during the marriage times, creating inconvenience and trouble to 
others. 

The Honlflc Sardar Jopendra Singh, Q . — Have you got any idea where 
the shoe pinches badly and whether it is necessary to lighten the burden of 
taxation ? 

.4. — The man who gets off more lightly is the garden labourer and the day 
labourer who is not able to pay any substantial amount. Otherwise it is a 
fairly well distributed burden on the general agricultural classes. I do not 
think it is heavy on any class. 

The President, Q, — Is it not light on the small trader? 

A. — I think if he does not pay any income-tax it is certainly very light. 

Q, — What about the permanently-settled londlord? Does ho pay much? 

A, — Well, he also gets off very lightly indeed so long he has not to pay 
any income-tax. 

The If on* hie Sardar Jogendra Singh, Q, — In the ease of pernianently- 
settled landlords, what proportion does land revenue l>enr to their income? 

A. — I think about one-tenth. 

Q, — Does it not save Government about ten per cent in collection P 

A, — I think it is about 5 per cent. 

Q , — What about the local cesses? 

A, — ^They pay local rates and land revenue generally in the same pro- 
portion. 

The President. Q , — Have you any figures of their rent-roll? 

A. — We have only in a few cases. 

Q . — Is your land revenue there one-tenth of the rent-roll? 

A. — I think it is about one-tenth. 

<?• — ^There is no other income besides the rent-roll? 

A. — No other substantial income. 

Q . — ^No substantial income from forests and fisheries? 

A. — ^In certain areas the income is very large, but in the particular areas 
I am thinking of, it is not substantial. 

O , — ^What percentage of income does a tea estate pay in land levenoeP 

A.— -One to two per cent I think. 



Mr. A. raiLUrSOM. LCS., Btvmtr Cmmmt mmimr, i rf Aini p wr 
Dialrwt, Ammm, «mm not taumamtA. 

Written memorandum of Mr. PhiUipeon. 

Q. 1 . — ^The statistics given in Annexure A are not, in my opinion, very 
reliable on account of the agency employed to collect them. The duty of col- 
lecting such information is very frequently delegated, rightly or wrongly, to 
{>en»otis not fitted to supply accurate information. 

Q, 2 . — ^The wide variation in the average income of the inhabitants, as 
estimate by different persons or methods, dis<;}oses the unreliability of the 
conclusions. 

— I agree that statistics of Income-tax in India are for more un- 
reliable than the corresponding figures in other countries. 

r , — j believe that the difficulties attending a census of production in 
India would be similar, if not greater, than those in England. And the result 
Mould Ije more inatrcurate. 

Q. — I would not advo<iate all-India legislation on the lines recently in« 
trodm-isi in the Bombay Legislative Council, until time had been allowed to 
see the opc^ratiori of such an Act in Bombay. 

Q. 7 . — Accurate iiiforination on the subject of wages and prices with .a 
knowUnlge of family feudgets would lie valuable for the purpose of arriving at 
ait approxiiiiat© estimate of the incidence of taxation. It would, I think, tie 
possible to say roughly for different elass€*s of income what percentage is paid 
in taxation. 

Qs. H and if.— The incidence of taxation on different classes might he cal- 
culated front (a) their real earnings and expenditure together, (6) an estimate 
of the amount of tax paid on each commodity consumed and (c) the direct taxes 
paid by them. But the result would be only approximate, becaust^ a^ tax on 
a eomniodity is not borne by the consumer alone. It is generally divided be- 
ta^een him and the producer in a ratio which is indeterminate, and depends 
upon the elasticity of the demand. An accurate estimate of the real incid- 
ence of taxation would rei|uire a statistical knowledge that is expressible with 
the accuracy of mathematical laws. Yet in practice, even a rough estimate of 
the division of a tax on a commodity, between producer and consumer, might 
admit of calculations that w'oiild be useful for the purpose of broad comparison 
of the taxation borne* by different classes. At any rate, an upper and lower 
limit of the relative per<entage.s paid in taxes might be determined. 

I w'ould suggest a division of the population with reference to the taxes 
that affect them into <1) actual cultivators, (2) landowners and landlords, (3) 
agrii'ulturn! labourers, including such as work on tea gardens, (4) those be- 
longing to the class of Indian clerical establisiiment with pay up to, say, 
Rs. 200 a month, (5) professional cla.sses and persons in executive positions in 
Goveniinent and other services up to Rs, 600 and (6) others. The last class is, 
of course, susceptible of further subdivision, having regard to the different 
modes of life and budgets. The burden of taxation is different for an Indian 
never leaving India with an income of Rs. 1,000 a month, from another Indian 
or European who travels to Europe and uses imported commodities. 

Q. IS . — In my opinion, Government in managing any commercial or semi- 
rommercial underiaicing should aim at a fair return on capital after putting 
aside sufficient for resen-e to ensure that this return wiii be maintained. Such 
a return would ensure the voluntary provision by the public of the capital 
required. A simple criterion might be the quotation of the sharee on the 
st<Kk exchan^. A fair return of capital would mean a quotation in the 
neighbourhood of par. Any profits made over and lUmve this fair return 
would imply a tex on the particular class qf the pubiio jrbicdi purchase the 
products of the commercial undertaking. 

Q. 16.— Xn my opinion, when land newly brought undm* irrintion or 
guaranteed a supply of water for the first time, incieassa largely in value, the 



Stmte is justified in tiUdug a ^rtion olP ibis increase, because tbe State hai 
risked the eapeuditure of capital supplied by the whole population for the 
benefit of a seOtion of it. It is less easy to fix what proportion should be 
taken, but it might reasonably be fixed on the basis of insurance against rislr« 
For example, if such reclamation experiments siicceed four times out of fiv% 
GoTernment mig^t claim at least 25 per cent, of outlay on sucH^essful projects. 

O. J9, — ^Taxes imposed solely for expenditure on the needs of particular 
localities should, I think, be eliminated from the consideration of the general 
incidence of taxation, c.g., in the cam of expenditure for irrigation, for the 
construction of embankments to prevent floods, for making local roads and 
bridges, ferries, etc. 

(^. il , — I do not regard any taxes, indirectl^^ imposed, as voluatary. To 
say that a man pays a tax voluntarily because he chooses to purchase a parti* 
cular commodity which has been tax^. is a mere distortion of words. If the 
particular comimKlity were not taxed, he would obviously have more to sj)end 
on other things, and to that extent, he is making a sacrifice?. 

Q. — 1 do not agree with the statement that taxation imposes no econo- 
mic burden in the case of smokers, and drinkers, who contribute heavily to 
taxation although they may do withtmt the commcKlities taxed if they chewse. 

Q, — Similarly 1 regard a tax on entertainments or on railway tickets 
as not optional, because the payer of the tax is to that extent deprived of 
other amenities of life on which he might spend it. 

Q, — I think that if any particular class abstaitis front intoxicants on 
acoount of religion or custom, then they do not in fact bear the burden imposed 
by excise revenue. In each case, it seems to me to be necessary to look at the 
actual simple facts in estimating the incidence of taxation and not to base 
conclusions upon motives or hypothetical considerations. 

Q, 27 . — In my opinion every member of the community should pay a tax 
of some sort, however small, unless he is a pauper. 

Q. 2S. — As an ideal, I think that taxation is a proper accompaniment of 
representation. But in practice, where education is backward or where the 
State is dealing with primitive peoples and tribes, the ideal cannot be realised. 
Taxation may be inevitable even when representation is absent or nominal. 

Q. 29. — I think an indirect tax is preferable to a direct tax in the case of 
the poorest classes because payment is made in trifling and unnoticed instal- 
ments. As such persons generally do not appreciate why the State iec|uires 
any revenue, so they do not notice their contributions to it. Nevertheless it 
has been held as an ideal that all should pay direct taxers as a stimulus to an 
interest in the State’s activities. 

Q. SO. — I do not recommend a direct tax, but a poll tax may be the only 
means of taxation in some cases (as with some hill peoples in Assam, where 
no other tax is practicable). In Assam there are certain tribes who are migra- 
tory and cultivate Government land and at the same time escape the payment 
of land revenue. The poll tax is a substitute for such payment. 1 have no 
experience of Ijlbe working of the capitation tax in other countries, but think 
it would be objectionable in India because it is more irritating than other 
forms of taxation, and education and public spirit are not sufficiently genial 
for the public to appreciate the objects of such taxation. 

Q. 3 $. — I am not in favour of raising the income-tax in India unless it is 
indispensable for want of alternatives, because in my experience it is a tax 
more commonly evaded than any other tax. The result is that those With 
known incomes, and the honest, pay for large numbers who evade such pay* 
ment. 

Q, — Nor would I recommend any further graduatioii in the piWsent 

scheme, for similar reasons. 

Q* $5. — I do not think that any differentiation in ewnnh amt unearned 
incomes would he productive of much practical result in India. Differentia- 
tion in favour at sums shown to have been invested in productive enterprises 
would lead to evasion. Amounts invested nught be exag^ra^ and it would 
also be difficult to prevent a productive enterprise from (M>ld or recon- 
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•troet^ Vith the object of defraoding the income-tax authoritiei^ after th# 
exemption or conceBsion had been obtained* 

Q, -If any allowanoee are to be made for a number of persona sup- 
port^ out of particular incomes, the enquiry should be confined to near and 
clearly specified relatives, for definite reasons of age or infirmity. This ia 
necessary because the head of a family in India often declares he hM numeroua 
dependants of whom several are capable of earning their own subsistence. 

Q, $7 , — I see no objection to the Indian super-tax on companies so far as 
it is based upon the ability to pay. Individual shareholders can get a rebate 
if they are entitled to it, by declaring their income. The only objection is 
that noticed in question No. 33 above. 

Q, SH, — I am in favour of the removal of the exemption of incomes derived 
from agriculture. Agricultural incomes have been exempted on the groxTMi 
that a tax is paid in the shape of land revenue. I regard land revenue as a 
rent or the price paid for the use of an instrument for production, and I do 
not »€>e why the ordinary canons of taxation, such as ability and equality 
should not be applied to such incomes. If land revenue were in reality a sub- 
stitute for income-tax, it should at any rate be levied on similar principles, 
and be graduated. For these reasons, I would not distinguish between the 
earnings of a farmer and the income of the absentee-landlord or the money- 
lender who has become a landowner through the foreclosure of a mortgage. 

In Assam, apart from the Tea industry, I doubt if one cultivator in a 
hundred would be retiu^od to pay income-tax if the present limits of exemp- 
tion were applied. 

89 . — In Assam, the Tea industrj’ alone, if not partially exempt from 
the payment of income-tax, would contribute a further Ils. 45 to Rs. 60 lakhs 
a year on the basis of 1923-24 statistics. Other cultivators as stated above 
would contribute a negligible amount on account of small holdings. 

Q, MO , — In India the limit of exemption should perhaps be fixed with due 
regard to the siae of the family ; the average family may be between 4 and 5. 
Actiinlly, the miinber of dependants including brothers and nephews, etc., is 
often as high as 10 or 12 or more. If any lower exemption limit were fixed, 
I do not think it should be uniform, but that some regard should be had to 
the number of dependants. Apart from this, T think it is more desirable, as 
a matter of practical policy, to raise taxes indirectly ns far as possible on the 
lower range of incomes. 

Q. ML — As stated above, I think there is a great deal of evasion in the 
payment of income-tax and that the growth of an accountancy profession has 
not eliminated it. Skill in accountancy may even help to conceal it. I do not 
believe that oven the expert auditing of accounts discloses all malpractices. 
For auditing only deals with formal receipts and papers placed before the 
accountant. Again the accountancy proft^ssion does not even touch the ac- 
counts of bazar dealers and shopkeepers where evasion is most common. 

A centralised and more efficient system of income-tax control is beneficial, 
but has not, in 1115 ’ opinion, removed the reproach that an income -tax is a tax 
on honesty. . . 

Q. M ^- — ^The introduction of a prescribed form of account for different 
classe.s, such as bazar dealers, farmers and public companies, would make it 
easier to detect omissions and fraud. Such forms would not be necessary for 
salaried persons. 

Q. M^9 . — As in England non-official Assessors and Commissioners are em- 
ployetl as a check on evasion, so in India it might be useful to have an Advi- 
sory €!onimittee to assist the Income-tax Officer to point out the direction in 
which he might investigate individual cases. 

MM - — T agree that the issue of tax-free securities favours the wealthy to 
an extent commensurate with the rate of graduation of the income-tax. 

Q- MO - — ^My experience* of the provisions about double income-tax is that 
they are working satisfactorily. But it is believed that incomes derived from, 
outside India and remitted to India, often escape taxation. 
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Q. 47. — ^Tbe aanc o nn ent on previous yeiur's income in India is far preferaMo 
to an assessment on a three years’ averaise. It is extremely difficult in many 
cases to get accounts for one year. Moreover the results would be ntireJiable 
or worthless, and the difficulties would be multiplied if we required three years* 
accounts. 

Q, 4S,—{a) 1 agree that the range of commodities should be small oonsis- 
tentiy with reaching all classes. 

(b) It would, I think, be iMMsible to tax (ommoditm without in any way 
impairing efficiency. It is well known that labourers in India who ret'eive a 
sudden rise in pay reduce the amount of their work rather than incraaae their 
standard of living. This is refKirted to have happened in the coal nunes and is 
also observe<! in tea gardens. A tax oven on necessaries, wH)tild in such cases 
have the effect of increasing the amount of work rather than of reducing the 
standard of living. A tax might even raise the standard if the |>mceeds wore 
used in whole or in part to provide amenities for the classes in question, 
better education, compulsory sanitation, improved dwellings with bettor 
lighting. 

<c) In practice, it would only be possible to tax a large proportion of the 
population in India through ncH^essaries. 

Q. 50 . — I do not consider that a graduation of taxation of conunoditic^s it 
practicable. It would moreover encourage the nst* of inferior articles and so 
perhaps injuriously affect health. 

Q. 51, — I agree that from the fiscal and €*conoinifW point of view, thoro is 
hardly a more suitable commodity than salt for purposes of taxation, li pro- 
vides a certain and convenient means, wdiieh cannot easily la? evaded, for the 
collocation of a small tax from all classes. The opposition is mainly political 
and provides an opportunity to politicians to assuine the role of protectors of 
the poor. 

(f. 5S . — The rate of tax imposed in India is low and amounts to annas a 
head, as against the average annual income which is estimate<l to vary be- 
tween Rs. 74 and Rs. 112, 

Q. 61. — I do not anticipate the siwcessful inirodnetion of a policy of total 
prohibition in the near future. Laws may be passed, hut they will lie largely 
evades]. At the present time, there is a great deal of drinking of alcoholic 
stimulants made at home while the* total prohibition of opium, for example, 
will stimulate smuggling and encourage the use of .mihstitutcw, such as f/anya^ 
that can be grow’n surreptitiously. 

Q, 62, — ^I suggest that if excise revenue is to be replaced by new taxef» 
they should be diffused over the whole population. For this inirpose, T ret'om- 
mend a salt tax, land revenue increase, and cnstoins duties on such commodi- 
ties as would affect those nmiffected by salt tax and land revenue. 

Q, OS. — (a) A tax or. alcohol probably diiniiiiKho its <’oiiMuniptton and does 
good to that extent. 

(h) It is true that European Govcunmeiits derive large revenues from the 
tax on malt liquors and tobacco. 1 think the reason is to Ik? founu largely in 
convenience, tradition, and plausibility, rathc^r than on grounds of eijuity. 

(c) The policy of discouraging the consumption of intoxicantR is sound 
apart from the raising of revenue. But it may be necessary to supf dement 
this by the taxation of ne<*essaries for fiscal purposes. But ex<x?SKive taxation 
of intoxicants stimulates illicit distillation and smuggling, and a point wiU 
be reached at which the tax will cease to be productive. 

Q. 64 . — The taxation of liquor and opium and ganja, the main intoxicants 
in Assam, is, in my opinion, sufficient from the point of view of taxation. A 
further increase merely to raise revenue would he unfair to the particular 
sections of the population which consume those articles. If however the taxa* 
tion be viewed as a deterrent to consumption, T am verv doubtful if such a 
measure will succeed without a greatly improved and expensive system for 
preventing illicit distillation and smuggling. 
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Q The variation in tho price of oonnt^ spirit thrcnighoiit 

teems uDne<es«arily large even allowing for varying local conditiohs, though 
the evil results are not so marked, for obvious reasons, as in the case of opiuiu. 

I am tumble to say how far different provinces would accept a uniform 
rate for some standard quality to he fixed by the Government of India, it is 
a matter for enquiry. 

— Xhe rate in Assam is Rs. 6 a gallon. WWle illicit distillation is, 

I believe, very eoumion, especially amongst coolies in the gardens, I do not 
think small variations in Assam hai'e affected the extent of such private pro- 
duction. 

I do not think any advantage from supplementary duties on for- 
eign liquors, imposecl by Local Government, would compensate for the dis- 
advantages of dual taxation. 

Q, 71. — Charas and hhana are not consumed here (Lakhimpur district, 
Assam). I do not know of any adequate reason for variation in the duty on 
ganja throughout India. The evasion of duty in this respect, when it occurs 
in Assam, lakes the form, not of smuggling but of concealed cultivation. 

Q. 7S. — In my experience, the system of vend fee by auction is not satis- 
factory. The competition is intense and the auction almost unmanageable. 
A large number of traders offer the maximum prices acceptable and if per- 
the bidding would far exceed the price at which the license can be 
exjiwted to pay, hut for illicit practices. The licensees are then selected 
with the aid of an Advisory Committee, and canvassing both of the Deputy 
Commissioner (however* unavailing’), and of the members of the Committee, 
takes many forms. 

Q. 75 . — The variation in the duty on opiuin in different provinces of India 
is a direct encouragement to smuggling. It is at present possible, and 1 do 
not think very difBcult to send a seer of opium by post from the Central Pro- 
vint^es to Burma, and to make a profit of nearly Rs. 120 by doing so. I believe 
that in this district alone (Lakhimpur) lakhs of rupees of sucli illicit profits 
have been made in re<‘ent years by the importation of opium chiefly from 
Indian States. Each province has presumably fixed the duty at the most 
suitable figure, with an eye to revenue and reduction of consumption, and 
with due regard to local conditions. I think that if the Government of India 
were to fix a uniform duty for all provinces throughout India, the gain from 
reduction in smuggling and better control, would outvceigh the disadvantages. 

Q. 77 . — I consider that more steps are necessary for the control of smug- 
gling and that they should be taken by the consuming provinces, by the culti- 
vating province and by the Government of India. Consuming provinces might 
improve their preventive or detective staff. The cultivating province should 
take further steps to prevent illicit sales from the factory or by cultivators, 
for experience shows that there are such illicit sales. The Government oi 
India, I suggest, might also arrange a uniform opium duty throughout British 
India and further endeavour by treaty or otherwise to bring Indian States 
into line. At present the illicit profits are shared by various classes includ- 
ing basar financiers and shopkeepers, license holders, Station Masters and 
clerks on the railway, boatmen and even by some persons whom it is customary 
to regard as above suspicion. 

Q. 78 . — 1 would favour a tariff on a few representative articles in common 
use consistently with reaching all classes. This would reduce cost and diffi- 
culties of administration and at the same time avoid unnecessary irritation, 

Q. SS, — .Ad valorfm duties are preferable where articles in one class vary 
considerably in value, r.p., the price of a motor car may vary l^tween Rs. 1,500 
vnd R% 15,000. A specific duty would obviously be unsound in such a case, 
hut would be sui^ble and conduce to egsy collection in classes of commodities 
where the variations within the classes are small. 

J?P.— I do not think that taxes on judicial proceedings can be justified 
on llie ground that those who resort to law are better able to pay taxes. But 
scukie paymentB over and above the net visible cost to the State can, I think, 
^ justified on other crounds. Judjci^ aervicea eeit W tendered ou^ hy tJie 
State, for to be of any value, the diecisions and decrees must be enmtMble* 



and this k only poftsible booauso the Stato can oommaiid the noceaeaiy force. 
I^erefo^ individuak who eo shape their affairs that they re^aire thk State 
aid or intervention, should hear not only the immediate or visible expenses 
oi the judicial proceedings but also an additional share in the cost of the 
posrer behind Uie State. 

Q. ff9.-*Sitainp duties may thecwetioally be in restraint of trade, but in 
actual practioe moderate duties of this kind are not likely to have any adv^^tna 
effect on exchange and couuueroe generally. 

Q, 9S, — Fees are charg^ on account of ferries, hdts, pounds, etc, *ttiere 
is an element of taxation in these fees because the I'oceipts are grea^r than 
the cost of niaintenniice, and the licenses, therefore, realise substantial sums 
in auction. 

Q, 9S, — ^There is some justihoation for the levy of registration in 
excess of the net visible cost, on the grounds that the 8ervi<H^ rendered is not. 
simply in the nature of a commercial transaction but is inseparable from iVie 
State and its organisation Q. 891. 

Q. 95, — I would advo<»ate the iiioreas*?! of older taxes in lien of the enter- 
tainments tax in India. It is unfair in its incidence and falls unduly on town 
dwellers. There is no more reason for such a tax than for a tax on <^ocolatea 
or on golf clubs and sports requirements generally. In principle, 1 cannot 
see why the cinema should lie taxed more than good hooks for the pleasure 
Uiey give, and bad books for the harm they do — ^Itke intoxicants. 

Q, 96. — A tax is a payment to the State to defray# the cost of servioea to 
the population in general. Rent is a payment made for the use of land, as a 
means of production. In my opinion, Indian land revenue is not a tax, but 
a rent. I do not know* of any cases in India in which such payments partake 
of the character of a tax. 

Q. 97, — In my experience, payment of land revenue does not affc^ the 
prasperity of the cultivator except of course in so far as it reduces his income 
by the small fraction paid as rent. In Assam ordinary cultivators pay about 
8 per cent, of the produce in land revenue. 

Q, 96 , — ^The land revenue asse&sment to some extent takes into aooount 
ability to pay ” so far as it is proportional to the area of land held, but it 
ignores that principle in so far as it is not levied on a graduated basis. 

The assessments do not lack the element of certainty alleged, in so far as 
my experience of Assam and Bengal goes. It is true that the land revenue 
r^ulations provide for an increment of land revenue after n period of 90 years 
with a proviso that it should not ordinarily exceed 33 per c'ent. of the existing 
revenue. Such increments are in practice only made after elaborate enquiries 
by special officers on account of the altered level of prices of the produce or 
of similar considerations. Such changes when made can hardly be said to 
conflict with the principle of certainty. The fluctuations are probably less 
than in the case of income-tax, customs and excise duties. 

The allegation that the present system leads to more official tyranny and 
extortion than any other system, is in my opinion without foundation — cer- 
tainly in Assam. During three and half years’ experience in Bengal I found 
the extortion that might have been exerted, wm not official, but on account 
of exactions by aamindars in the shape of dasturi, salami, and flues. The time 
of payment of revenue, in Assam at any rate has been fli^ with due regard to 
the convenience of the cultivator 

The expenses of collection in this district of Assam amount approximately 
to 5 per cent, of a revenue amounting to 12 lakhs. 

Q. 99, — ^Temporary settlements are based partly on the level of prices, but 
I do not think that this actually leads to any inequality. There is always a 
very substantial margin left in favour of the cultivator. The price of his pro- 
duce has mote than doubled in the last 20 years, but his revenue will not be 
raised by more than 30 per cent, and will probably be less. 

Q, lOO.-^Rapem 2,000 a year is certainly above the snbsistenoe level in 
India. EkasmpilHm from land revenue wbeve the income falls below a certain 
ffgore wmild lead to further Ireekiefiisatieii of boldinffi* 
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The argument that incomes derired from agriculture should be exempt 
from the payment of land revenue in the same way as in the ease of income- 
tax proceeds in my view from a misunderstanding of the real facts. The 
exemption limit in the case of income-tax is fixed with regard to the imposi- 
tion of an irritating direct tax. Land revenue, on the other hand, is a pay- 
ment made to the whole population represented by the State, by a section of 
it who use this instrument of production limited in amount and belon^ng to 
the State. The arguments ufidd in favour of exemption of some cultivators 
might cKiiiolly well be applied to those who use the railways. It might even 
be extended, and justify the grant of a subsidy to the poorest classes. 

(). 101. — I would not approve of a tax on mutations with a view to check- 
ing fraotioriisation. It would hardly be effective unless it were equal or nearly 
equal to the capitalised value of the gain to those who proposed to divide up 
their holdings as a means of avoiding the payment of a tax. 

Q. 102. — I can see no reason why waste land belonging to Government and 
brought under an irrigation scheme should become private property. A simi- 
lar consideration would apply to land reclaimed in any other way, c.j;., by 
the consirmriion of embankments. 

Q. 10 ^. — The most useful comparison to make of the incidence of land 
revenue in different |)rovinco.s would perhaps be according to method Xo. (51, 
viz.^ by calculating what fraction of the produce is paid in land revenue. 

Q. 105. — In theory, the State might reasonably take most of the excep- 
<^ional profits of a i.e., difference between the profits of a particular 

mine and the worst iiiino which it just pays to work — the difference which 
gives rise t<» the Ricardian theory of rent. In practice such an appropriation 
by the SUiU* would lead to urjcH^ononiic working and wasteful exi>enditure. I 
would therefore favour the levy of a tax on minerals by an adjiustineiit of 
royalties as the most practicable method, and to a point at which enterprise 
in a highly speculative undertaking would not be discouraged. 

Q. 106. — 1 accept the broad principle stated here for the levy of national 
and local taxes. 

Q. 125. — There are good reasons for liiniting a tax levied by local authori- 
ties in India. Such taxes can be manipulated in the intere.st.s of classes, the 
standard of administration judgcnl by abilitj’, impartiality, and disinterested 
publii* spirit is not yet sufficiently high to justify the unlimited powers of 
taxation enjoyed (and sometimes abused) by local bodies in England. This 
limitation in India does not generally compel recourse to other forms of taxa- 
tion, 80 much as to limit the activities of a local body. Such rcsstriction is a 
lesser evil than an unfair distribution of taxation on a considerable scale. 

Q. 114 . — The limit of exemption from the house-tax in municipalities in 
Assam is not .specified ; but the Municipal Commissioners may remit such a 
tax in cases of hardship according to their discretion. 

Q, 115 , — 1 would rate municipal sites on periodic valuations and exempt 
improvements (suidi as buildings). 

Q. 117. — Grants-iii-aid from general Governmental funds when given to 
focal authorities for national purposes should be earmarked for particular 
forms of expenditure so as not to be diverted to purely local purposes, Sudi 
subsidies mi^ht be based upon the population and the contribution made by 
that populauon to the general fund. 

Q. 118. — In my experience, there is a standard of efficiency maintained by 
local bodies in regard to primary education, and sanitation, and road main- 
tenance, sufficient to justify grants-in-aid by the State for such specific pur- 
posea. The attention to sanitation is Xem noticeable, but on the other band^ 
the amount of money available for this purpose is generally very small. 

Q. 119. — am not in favour of the introduction of the new taxes suggested, 
as the tucidonoe would be uncertain and unfair and would probably lead *.0 
restraint of business and evasion. 

i j, IfO.— (i) This proposal is the most ideal and most scientific because it 
orma to the priaoiples of ability to pay, equality (or fairness), conveni- 
ence of administration and inexpensive ooll^ion. The objection, as pre- 
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YioQsiy noted, is on account of evasion in some quarters, and the irritation of 
•wMMwt e oB giving rise, especially amongst the poor classes, to a auspioion of 
extortion, 

(tf) I would select, as already noteil, income-tax on agricultural iin^mes, 
succession duties and taxes on such luxuries as motor cars and horstw if not 
already suffidenily taxed by customs duties* 

liii) A tax on dowries seems fantastic, and it could easily he evatled. 

(ir) A tax on advert iscincn is and pat^mt medicines im? juKtified in the 

same way as a tax on intoxicants. A tax on ** increment value ’’ is also re- 
commended if nde<juate notice is given ho an to avoid disanpointmeiit of expec- 
tations, espef‘ially of those who purchase on at^oiint of future value. I would 
also rec'Oiumend the taxation of expensive luxuries which are clearly a measure 
of a man’s ability to pay, but I would not include houses, because in India a 
wealthy man frequently occupies a modest house. The taxaiion of houses in 
municipalities often leads to remarkable results. For cxaiiiple, in the Bibru- 
garh Municipality there are .t.OCX) tax-payers in a population of 14,0tK). Out 
of a total collection of Rs. 42.4()0, a handful of Europeans conirihute Us. 4,5d0, 
a few Government buildings contribute over Rs. 7,tKX). Thus hetw'wn u doaen 
and 20 buildiiigs contribute over Rs. 12,000 out of Rs. 42,400 rec^eivod from 
3,000 tax-payers. The latter figure ineludes many Indians of very siihstan- 
tia! means. In other nninicipalitie.s Indians of wealth, by reason of the 
houses they occupy, contribute much smaller )auuici|>al taxes than others 
having only a fraction of their income. The houKe CKWUpuMl is acciirdingly 
not a good criterion of ability to pay. 

Q. 121 , — I agrtH* that from a fuscal point of view. tobiUeo is a very suitable 
comnuKlity to tax. It is true the inxt's raised in this way leave out of account* 
a large number of non-smokers on whom it W'ould he difliculi to impose a couu-- 
tervailing tax. 

122 and l:2H , — Should tobacco bo taxed, 1 think tlu5 simpleht method, 
having regard to the large area under cultivation in different parts of India, 
would be to tax the cultivator at the source on the basis of acreage. In 
Assam the collection and assessment of such a tax would be iacilitafed through 
the Land Ilecords Staff which exists. 

Q, 12J ^. — It would be desirable to prescribe a minimum area of tolnn'co cul- 
tivation for any one individual, and be possible to do so through the Excise 
and Land Records Staff. At the present time the cultivation of opium in 
India is restricted in a similar manner. 

Q. 125 . — Variation in fertility might be allow^ed for, by the intrcKlucrtion 
of a soil factor in each province or district or locality and could be corrcMi^ted if 
necessary after experimental harvesting of the crop, 

Q. 127 . — The difficulties which now exist to prevent import from Indian 
States in the case of opium, would recur in the case cd tobacco. 

Q. 12S . — 1 do not think it would be practicable to impose an acrc^age duty 
at the time of bringing of the leaf into bond. Much of the tobacco so grown 
would be locally consumed. 

Q. 129 . — The cultivator should not be allowed to grow any for domestit* 
purposes, as this would lead to abuse and be a dircK;t encouragement to large 
numbers of cultivators who do not now grow tobacco, to take up its cultiva- 
tion. 

Q. 127 . — ^The principles and considerations which have led to succession 
duties in England and in other countries are, I think, equally applicable to 
India, though the administration would be more difficult. 

Q. ISS.Stich taxes could be graduated in India according to the sise of 
the estate and according to the degree of relationship of those who inherit 
the property. The opportunities in India for evasion are, howi:wer, greater 
than in European countries on account of the greater prevalence of henami 
transactions and the existence of joint families. In the one case there wouf 2 
he no definite succession and in the other the amount of property passing is> 
a n ooss s o TB might be only a fraction of the actual estate. 



Q 2^2 . — Whatever method might be adopted to meet the ditfo^iaee ar» 
ing out of the joint family nyiiteiii, the fact would remain that ^ dem hot 
email Mharee of any particular estate would come up for consideration an® 
not the whole estate, as in England. 

Q, IJkS , — ^The plea urged by Sir James Stephen that a snoosMon du^ te 
India would operate unfairly under the joint family system would seem to he 
juHtffied in sfiocial cases of busm^ses, but this would not apply to the case 
of sMimindaris and properties conslsijng of houses and other buildings. 

Q. 144 . — Payment of succession duties could be enforced apart from penal 
measures, by invalidating transfers in the absence of a probate or successim 
<^eriificate. The transfer of movable property, however (apart from stoclm 
and sharers) could seldom bo detected. The valuation of other property could 
be made generally through the executive officers of Government with pro- 
visions for right of appeal similar to those existing in the Income Tax At\. 

Q. Ji45 . — The existing machinery for the collection of income-tax might be 
conveniently applied, with some extension perhaps, to the collection of suc- 
cession duti<^. 

Q, 146 , — The limit of exemption in the case of succession duties would be 
Somewhat arbitrary and might be fixed at Rs. 1,000 for the value of the whole 
estaUf. The limit should not, however, be fixed in practice on the basis of the 
shares inherited by individuals because of the ease with which fictitious suo- 
ixissors could be introduced to divide the estate, and then to transfer their 
shares Ui the real inhA*itors. 

Q. 147 . — ^The second, third and fourth principles stated here, appear to 
me to afford a sound theoretical basis for the division of Imperial and Provin- 
cial taxes. 

Q. 14s. — The revenue of the Central Government is certainly dependent 
on the fluctuations of trade, particularly on account of varying receipts from 
customs, railwa 3 ^ and income-tax. 

Qs. 149 and 150 , — I think that in the division of the proceeds of taxes 
some distinction ought to be made in principle between commercial and agri- 
cultural provinces as their needs and liabilities will probably vary with their 
contributions, whether the latter be collected by the Central Government or 
by the Local Government. For example, a commercial province will need 
more money for roads, hospitals and probably for education than an agricul- 
tural province, even allowing for differences in population. 

Q, 151 , — In my opinion, land revenue should be provincial, because — 

(a) the system varies from province to province, 

(h) the Local Government should be given a direct interest in its admin- 
istration and close supervision, 

(c) the development of cultivation frequently depends upon the Hmu 
sures taken by the Local Government for improving communica- 
tions, irrigation, colonisation schemes, etc. 

Q, 15S , — Taxes on exports and imports should undoubtedly the levied by 
the Imperial or Central Government whatever the allocation may subsequently 
be. 

Q. I5J,— Whether the proceeds of an export duty should be allotted to a 
particular province seems to me to depend largely upon the real incidence of 
the tax, and this will depend in each case upon the particular commodity. 
For example, jute is practically a monopoly of the province of Bengal. The 
purchasers are to be found in India and abroad. It is genm*ally supposed 
thaVan export duty in such a ease would fall on the purchaser abroad as he 
would have to reimburse the producer for this additional cost, but even so 
there is a iroden^, by restrioting export, to lower the price for Indian con- 
sumers, and to that extent the producer would lose part of his profits In 
other words, an export duty is paid partly by Bengal and to that ec^nt there 
m eome reason why that particular province should get part of the export 
doty. The problem of r^tive incidence being an indeterminate one, any 
division of proceed which might be made would have to be somewhat arbi- 
trary, The case of tea produced in Assam is rather different because its price 
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it regi^ted by ikm world market, lar^ quantity being produced also in other 
oountries. An export duty on tea adds an element to the ooet of productioo 
not unlike a small increase in the fre^ht ; so that an export duty on tea would 
appear to be paid by the producer so long as the prohts are substantial. It 
may be noted howerer, that the incidence would be different if the industry 
were in such a state that tea gardens could only just pay their way. In snob 
a case the export duty would tend to be paid by the consumer. Assuming 
that the prorinoe in which a particular commodity is produced paid the duty, 
there eepnis to be good reason, on grounds of simple equity for the particular 
prorinoe to get the proceeds. So far as it may be found in any particular 
case that an export duty is partially paid by the foreign consumer, it is reason- 
able for the Central Gorernment to take the profits. 

O. IW.— I am not in favour of obmplicating the system of taxation er 
double levies. In answering the questions above on excise duties, I sufpsested 
the desirability, if at all practicable, of uniform duties throughout India. 

<?. 255. — If tobacco were taxed, it would not nerhaps bo practicable to treat 
it in the same way as opium because of the widespread cultivation that no^ 
exists in all provinces. The rate of taxation whether there be an acreage race 
or a levy in any other form, should be adjusted, in the light of local soil and 
climatic conditions, so as to fall with equal weight in different localities. 
Otherwise it might operate as a protectiv'e duty in favour of a particular 
province. 

• Q. 156, — Income-tax and succession duties should beg^ntraUy adminisleraf 
for the reasons stated in this question. I think a division of the proceeds if 
practicable for general purposes, in proportion to provincial ability to pay, 
on the analogy of the taxation of the individual, for the general purposes 
the State. 

Q, 157 , — Similar considerations would seem to apply to duties on t&wuH 
actions levied by means of stamps, both judicial and non-judicial. 


Mr. Phillipson gave aral evidance gt follows t— 

The President, Q . — You say that an accurate estimate of the real incidence 
of taxation would require a statistical knowledge that is expressible with the 
accuracy of mathematical laws. I take it we have no such knowledge at 
present. 

A. — I don't think we have. 

Q , — You go on to suggest a division of the ponulation into cultivators, 
landowners and landlords, agricultural labourers, the clerical class, the pro- 
fessional class and others. Is not your class ** others ” rather wide? 

A, — It is; I qualify that in the following sentence. 

Q, — You have left out the mill cooly, for instance; he is a non-agrieultural 
labourer. 

A.— I would suggest an additional class for him. 

Q, — What about the petty shopkeeper? Isn't he a class of Mahajan? 

A, — 1 did not intend my division to be exhaustive. 

Q. — Can you give us ffgures for any of the classes, so that we might have 
an idea of their income and their share of taxation? This morning we 
were given the report of the Assam Labour Enquiry Committee and told that 
the income of tea garden et>olies works out to Hs. 20 per family. 

A, — 1 think that is about correct in the case of tea gardens. 

Q , — ^That is about the income of the unskilled labourer? 

A.— Yes. 

Q , — Could you help us to arrive at the incidence of taxation on him? If 
he pays for salt at 3 annas a year for a family of four, the only other tax he 
pays for is on cloth. Have you any idea as to what the tax on cloth would 
come to for the family? > 
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4. He might spend Hs. 4 or Ra. ff g year on cloth for himself; in the case 

of hts wife, I suppose one might doaUe it. 

Ihr, Faranipyp, Q , — The sari now costs much more than that. 

the 2Ion*ble Sardar Jogendra Singh. <?.— I think he would spend Rs. 50 
a year on cloth. 

d. — I think that is excessive. 

Q . — Question No. Id; you suggest as a simple criterion of the profit that 
Gorerninent might take the quotation of the shares on the Stock Exchange, 
Would you apply that to the recent agreement with the Railways? Govern, 
ment now take 1 i>er cent, of the profits and the rest goes back to the enter, 
prise. Is that 1 per cent, taxation or notf It was suggested that the return 
from an ordinary railway share in England is about 1 per cent, more than 
the return on Government paper and that therefore Government, as the owner 
of the Railway, is entitled to take the same return, as it would, if it had its 
money in a good Railway concern. 

A . — think that is the suggestion I made in my written statement. 

— You would then say that the 1 per cent, taken is not taxation. 

A. — I say it is not taxation. 

Sir Percy Thompson. Q , — Is there no initial difficulty about taking the 
Stock Exchange quotation? In most Government enterprises, for instance, 
irrigation or post office, you have not got a Stock Exchange quotation. 

— 1 Jim inclined to take each particular case on its merits. In the case 
of a mining company, I would say that a fair percentage on capital might be 
a gocKl deal higher than in the c^ase of a post office. 

The Prenident. Q. — In answer to question No. 29 you say that it has been 
held as an ideal that all should pay direct taxes as a stimulus to an interest in 
the Biate’s activities. But do you think that ideal is attainable in the case 
•%f the poor? 

A . — I think it has been held as a general principle; people sometimes say 
that \vc should make even the poorest pay a small direct tax, otherwise they 
Jo not know tiu'y are contributing anything to the cost of Government. 

Q . — That is n modern political theory; do you think that would he appli* 
cable to Assam? 

A. — I doubt if it is a good practical policy, though theoretically some 
people justify it. 

Sir Percy Thompson. Q. — You say you are not in favour of raising the 
present rates of incomiv-tax, and you are not in favour of a differentiation in 
earned and unearned incomes, so long as the present exemption limit is 
Ks, 2,(XI0. 

.4. — T only mean that, as a matter of practical policy, it is not worth 
W'hile to make too fine distinctions. 

Q . — Is it not a fact that if any allowances are to l>e made for persons 
supported out of particular incomes it would lie much more easy to do so in 
England, where you have chapter and verse for every marriage, while in 
India the enquiries might be objectionable? 

A.-^Yes. 

Q . — I do not follow your answer to question No, 37. You say that you see 
no objection to the Super.tax and that individual shareholders can get a 
rebate if they are entitled to it, by declaring their income. 

A.— They can get a rebate if their total income entitles them to it. I 
think, as a matter of fact, an individual shareholder who has paid income-tax 
or super.tax at source can afterwards get the rebate. 

Q. — is 80 with income.tax, not super.tax. 

A.*”*! admit that I have not had an actual claim on account of super-tax. 

Jp.— It is urged as an objection that it is a tax both on the rich and tlw 
pom*. 

dl.'^That ts an ohjectnia from the ideal point of view. 
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9* — ^Every indiWdual who is liahto to an income-tax pays super-tax on the 
•diridend he gets from the companies, eo that in effect he pays the tax 
twice over, one from his oa*n income and the other from the income of the 
^company. 

d. — I agree; that slightly modifies adiat 1 have written here. 

Q , — I gather that you are in favour of the removal of the exemption on 
incomes derived from agriculture. 

d.— Yes. 

Q , — Would you qualify that at all and make it dependent on the question 
whether the yield from agricultural income would Ive sufhoieiit to justify all 
the dislocation and the increased expenses of collecrtiou P 

.4. — Yes; I would not tax agriculture if the revenue W€»re incominetiHiiraie 
with the di^culty and cost of collection. 

Q . — You say that tea companies would contribute about Rs. 45 to Hs. 50 
lakhs a year. 

A. — That is iiiv rough estimate in addition to what they pay now. 

The llon'ble Sardar Jogendra Singh, Q , — In the matter of tea companies, 
how many years do they take to develo[i the tea gardcui ? 

d. — 1 think it begins to pay at the end of six or seven years. 

Sir Percy Thompson, Q , — Even if it took a Viundrad years, that would not 
1>e any ground for exempting it from iiKHinie-tax, because you won’t charge 
income-tax for the hundred years in which the company did not make profits 
You would charge income-tax only from the time the company begins to earn 
profits. 

A. — Exactly. Apart from tea gardens I think a substantial revenue would 
he obtaiimd in places like Goalpara and Syihet where they have a permanent 
settlement and a numl»er of wealthy eamindars. 

Q . — How do you justify the charging of an additional tax in the shufie 
«of income-tax on lands which are already heavily charged to land revenue P’ 

A. — I have distinguished, I think, l>etween a tax and land revenue. I 
have taken the view that land revenue is merely n payment for the use of 
the land. 

— You don’t count it ns being o burden at allP 

A, — That is the view I have taken. 

The Hotihle Sardar Jogendra tSingh, Q. — Have you gone into the ques- 
tion of ownership P 

A, — I do not see how that would affect the quostion. 

Q , — The theory of rent is based mainly on ownership. If I own a house, 
I can realise the rent, if I do not own it, how can I? 

i4.— 'Under the present Income-tax. Act, if a man owns a house, he has to 
pay on its annual value. 

Q, — And the man who ow*ns land has to pay a tax, you may call it land 
revenue or a rental. 

Sir Percy Thompson, Q. — Has there ever in your knowledge been a time 
when there existed private ownership of land which nns not lieen subject^ 
to this rent charge which is called land revenue? 

A- — No; only certain lands which we call lakhiraj lands are exempt from 
the payment of land revenue. It is a very special case. 

The Hon'ble Sardar Jogendra Singh, Q, — ^There was no land tax cn 
feudal estates, which were provided for soldiers. 

Dr, Paranjpye^ — ^The tax was paid in the form of service. 

Sir Percy Thompson, Q , — You do not think that the existence of chsr> 
tered accountants in India has done anything to check malpractices with 
regard to income-tax? 

A.— Not in places wimre malpractiees are most comMn, I think. 



Q , — It is p«?rf©ctly true, of course, that a company or firm might not 
discToiie true facta to its auditor and a respectable auditor, if he knew this, 
would not act lor a Brm who are not giving the true facta. 

A . — Actual experience seems to show that they do so sometimes. 

think, generally speaking, that in England a chartered ac<^untant 
or an incorporated accountant who knows that false figures are being pre- 
sented to him for audit would not act for the firm. 

A. — Quite so. I think, as a general rule, that the accountancy can l>e 
relied on. When I said that the accountancy profession does not help to stop 
erosion, I was thinking mainly of bazaar dealers and shopkeepers, because 
they do not have their accounts audited. 

Dt, Faranipye. Q. — In those oases you only guess their profits. 

A.— It is largely a guess. 

Sir Perry Thompmn. Q . — Can you make any suggestion for improving 
the administration P Under the new system by which income-tax is a separate 
branch, things have improved a good deal. 

A.— Yes. 

Q , — Is there not still a shortage of staff? 

A. — I think there is in some districts. 

Q . — 'Would it pay ij you could put in more skille<i men? 

A. — I think very likely it would. As a matter of fact I have in my district 
an Income-tax Officer whose services have been asked for to be lent to an 
adjoining district. 

Q,— Can you afford to lend his services? 

A. — He has done most of the investigations and we have come to a kind of 
stationary state, so that his work in my own district is less than at the l>egiii- 
ning, I think there is still scope for increasing the staff. 

Q , — ^You say that your experience of the provisions about double income- 
tax is that they are working satisfactorily, hut that it is believed that incomes 
derived from outside India and remitted to India, often escape taxation. How 
is the latter statement connected with the former? 

A . — I do not think it has an important oonnec^tion. 

Q . — If a man gets an income from outside India, say, from England, he 
has really no inducH^inent not to disclose it to the Indian authorities, because 
he pays Indian iiuH>nie-tax on it, 

A.— Yes. 

J>r. Parahipyr. Q, — But he probably escapes English income-tax. 

Sir Percy Thompson. Q . — He is chargeable with British income-tax. If 
he pays both British income-tax and Indian income-tax, the British authori- 
ties would repay him the Indian income-tax. 

A. — 1 do not want to defend that statement; it has no connection with the 
particular question under discussion. 

Q. — You say that the assessment on previous year’s income in India is far 
preferable to on assessment on a three years’ average. If you have your 
accounts year by year for three years, for the future you would only want 
one year’s accounts. Where is the difficulty in assessing on three years’* 
average ? 

A. — ^We would have to keep the records. I have had many cases of appeals 
from the decisions of the Income-tax Officer and I found it exceedingly difficidt 
to get any reliable accounts from big shopkeepers in the baser. It would, 
dierefore, be more difficult to rely on three years’ accounts. 

Q,— Isn’t one of your difficulties this: if a man makes a loss, he never 
gets time to wipe it off in the three years’ average, because the loss would 
he ithrae times what it would be if he earned it forward; whereas if the 
aawssment is on the previous year’s income, if he makes a loss one year, 
kt is assessed on nothing the next year. 
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A, — Yes, that would be so, |>erhaps, theoretically, but if he shows any 
reasonable pounds for more lenient assessment, I think he would get some 
concession, if he showed a loss in the previous year. 

Q , — Do you think it is desirable to have a specific provision that losses 
might be carried forward, say, for one or ta^o years, or would it create adiuinia* 
trative difficulties P 

A, -i am not quite sure of this point. T do not see why a man nIiouUI 
not be allowed to produce evideiu'e that he made a loss the year before, and 
1 am sure that in actual practice an officer would certainly take this into 
acc'ount when he hears an appeal. 

The President. Q. — You make a rather interesting remark that a tax on 
necessaries would have the effect of increasing the amount of work rather than 
of reducing the standard of living. Can you give us any actual instances P 

.4. — It is well-known that in the coal mines of Bengal and on the tea 
gardens of Assam the immediate cffe<‘t of increasing wages is the reduction 
in the amount of work. 

Q . — I see that you do not antic^ipate the intrmiuction of prohibition in the 
jiear future. 

.4. — As a matter of fiict, the chief consiuners of H(|Uor in Assam are the 
•coolies in tea gardens, in iny own district, they numl>er about n quarter of 
41 million out of a population of nearly half a million, and 1 lielievc distillation 
in tea gardens is extremely common at the present inoitient. 

Q . — Can you not put it downP 

.4. — Occasionally one makes an attempt, but 1 think it still goes on. 

Q, — Can’t you enforce responsibility on the Manager P 

.4. — He is very willing to help when it liecomos a distinct evil, but 1 don’t 
think the Manager minds distillation in the lines to a moderate extent. 

Q . — Is he liable for prosecution if distillation occurs on his landP 

.4. — I do not think so. 

'Q , — Is there not a provisioii to that effect in the Excise Acts? 

.4. — I have never heard of it. 

Q , — Most of the Acts provide for responsibility on the landholder. 

A, — I know there is a provision for landowners being made liable for dis- 
turbances on land. 

Q , — You think the taxation of liquor and opium and yanja is sufficient from 
the point of view of taxation ; would you like to see a uniform excise duty 
levied P 

A . — If possible. 

Q, — It is not possible to do so in the case of liquor; you have the rate at 
IBs. 5 a gallon, in some other provinces the rate runs up to Its. 20. 

A. — It is more difficult and also less necessary in the case of liquor. 

Q . — Could you not Increase the excise duty and reduce the vend feeP We 
are now taking large sums in the shape of vend fees. 

A. — I am not sure how that will meet the difficulty. 

Q. — Is’nt the acoepted policy that the excise duty should bear a larger 
proportion of the two and you should, if you can, reduce the vend fee to 
something nominal. You are doing that indirectly, I believe, by regulating 
your vend fee with reference to sales. 

A. — Yes. 

Q . — Instead of making the vend fee dependent on sales, why not put it 
on at the distillery? 

A. — 1 think it might be a useful thing to do, 

^.—Meanwhile you very strongly condemn the system of auctions and 
you do not seem to see much good in selection of '^censees. 
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— I do not prefers to be able to say how a perfect system might be 
devif«ecl. 

Q . — Have you thought of the system of sliding scale prevalent in Bengal 

A . — I do not know what it is. 

Q , — According to the Bengal system licensees are selected and allowed to 
sell, but they pay duty on a sliding s<*a1e according to the quantity sold. The 
higher the amount sold the less the profit. Supposing you pay a Rs. 5 
excise* duty and Re. 1 vend fee on the first 100 gallons, it would he Re. l-8» 
vend fee on the next 100 gallons, Re. 1-12 on the next 100 gallons and so on. 
The profits would lie diminishing as the sales increase, 

A . — T do not know hoa* that system is worked, but 1 think the difficulty in 
Assam, chiefly as regards opiviiii, is the numlier of illicit practices that take 
place. At present people are willing to bid at auctions up to an amount which 
a’oitld leave thorn no profit at all. It is obvious that they are reimbursing 
theinscdves by some illegal means. 

The resident. — In Madras, for instance, we had what w'e call the shop 
valuation register for many years ; and if you look through that you will find 
that the shopkeepers would just balance their accounts. The policy that 
has been adopted there, has lieen to control and break him whenever you 
catch him. 

A. — That is the policy we adopt here. 

Q — You actxially re/und if they overbid? 

A . — We fix the maximum hid. 

(b — That is a negation of the whole auction syKteui. 

.1. — In actual practice, it is not really auction. We had sales in my head- 
quarters the other day. Ahout 50 or (10 peo])le offered the maximum figure 
and it simiily came to a question of selection. We eliminated first of all 
those against whom we hud any had iword, i.r., one a-ho had been convicted 
and so on, 

Q , — Why do you allow su<*h persons to l»id? 

.1. — We do not allow them, but occasionally the names slip in unnoticed. 

Q , — What is the final process of selection ? 

A . — It is a ease of selection of the most suitable men from a long list. 

JSir Percy Thompson. — Would you not give preference to the man who had 
lieen doing good work in the jirevious years? 

A. — Yes; generally speaking, I would. The lottery system is not sanc- 
tioned by Government. I adopted it in the case of country spirit shops in 
exceptional circumstances. There was such an amount of canvassing that I 
thought this was the best way to show absolute impartiality, and that canvass- 
ing wotild be of no avail. There were endless recommendations and impor- 
tunate interviewers at my bunjyxlow. I thought I would adopt this lottery 
system of selection so that it might not be said that 1 had been influenced by 
recommendations. It was an experiment 1 have not made before. 

<J>. — Is it not a selection from among the people w*ho are out to make the 
most they can? 

A, — It is not an ideal method ; but I do not know of any better method. 

Q . — Why should you not break the fellow who breaks the law? Or try the 
Bengal way. 

A.— In actual practice we find that if a man is allowed to overbid, it is a 
directs inducement to illegal practices. 

Q . — ^Then catch him and break him. 

.4. — It is a question of a choice of evils. 

Q.— You think that the Government ought to fix a uniform duty on opium? 

A. — Yes; if it is practicable. 

y you got to the state of roistering the consumer and the quantity 

he IS allowed to take end the price at which it is to be sold? Yon simply 
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have to deal out pills of opium to specthed persons in specified quantities W 
be sold at fixed prices. 

A , — ^That has been suiopcested; but it is said the^r have found it difficult to , 
make these pills. 

Q . — ^We went into the opium factory and found there was no difficulty 
whatever if the Loral Governments were prepared to adopt that method. 
These pills may he sent to dispensaries and the registered etnisumers may 
attend the dispensaries and take them. 

A . — ^That idea a|>p<;als to me; but I do not know what the difficulties are 
in the way of its adoption. 

Q , — About smuggling, you say “ The cultivating proviiu’e should take- 
further steps to prevent illicit sahw? from the factory or by (‘viUivators.’^ But 
the cultivating province has no intere.st in that, Siiu%» the Government of 
India prow opium, each province is tmlv interested in preventing 

smuggling into its own area. Tne opium may vS<*nt from Malwa througn 
the Central Provinces down to Bengal and the Central Provinces may say ** we 
do not concern ourHclvee with the through traffic: it does not affect our reve* 
nue,’’ 

,4. — I cannot stM' in what other way it can bo done except through the 
Government of India. 

Q . — Now coming to taxes on transactions, you have taken rather a new 
point. You say “ individuals who so shape their affairs that they require^ 
this State aid or intervention, should hear not only life immcyliato or visihle 
expenses of the judicial prcM^eedingH but also an additional share in the cost 
of the power behind the State.’ ^ You do not agrt^e with BenthamF 

.4. — I have given my reasons. In my view the value of a h^gnl decision' 
depends partly upon the fact that it is a decision .supported by the State. 

Q, — You say fees arc charg^nl on account of ferries, pounds, etc.’^ 

Are not those all eases in which the fee ought to cover tlie cost of the service- 
and no more? Is it legitimate, because a man has to cross a rivt^r or sell his 
goods in a market, that you should make a profit on it ? 

A, — I do not think it is quite fair, on general principles; but it happens 
to be convenient, and local belies can make an income out of it. 

Q, — It would he legitimate if the local bodies build markets and provide 
other conveniences and then levy the tax. 

A. — Yes; I think so. I w'as merely stating a fact, with regard to ferries,, 
and hais^ and not attempting to justify those levies. 

Q , — ^\^^ith regard to question No. 95, you do not have an entertainments tax. 
Suppose the proceeds are handed over to towns; will that mitigate your 
obje^ions ? 

A . — I simply mean that it is taxing a partic ular class. From a theoretical* 
point of view, it is not quite fair; hut from a practical point of view, 1 think 
it is a most convenient tax to levy. 

Q . — Would you advocate making over the proceeds to the local body which* 
is to bear the cost of roads, lighting and so forth ? 

A, — I am not quite sure about that point. I think part of it ought to gO' 
to them. 

The Honshu Sardar Jogendra Singh, Q, — W^ould you say that the ele»* 
ment of taxation is altogether absent from the land revenue? 

A. — I think so. 

Q, — How? There is compulsion. 

A. — It is also compulsory to pay railway fares, hut a railway fare is not tk. 
tax. 

Q , — Any other distinction you draw iu the matter of land revenue? 

A. — take land revenue to be simply a payment for the use of the land.. 

Q . — ^That implies that the ownership is there. 

A. — do not see quite how ownership affects the questioo* 
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there in do ownership of the State, then there is no rent. 

A , — Do you mean that if the State does not own the land, then the payment 
in not a payment of rent, but the payment of tax? 

Q . — You have the dehnition of tax given in the questionnaire. The only 
way which you call land revenue a rent is : the State has given you a pro- 
perty from which you derive a benefit and out of the surplus you earn you 
pay a cwtain proportion to the State; that is the rent. If that element is 
missing, that is, the element of hiring out or giving the use of the land, then 
it beciomes a tax. If you tax income from the land as you tax any other 
income and the element of proprietorship is missing, then it comes to the 
same level as any other tax. Would it not? 

A. — 1 am afraid I cannot follow. 

Sir Percy Thompson, Q. — Does it really come to this: that the State, 
whether or not it i« the owner of the land, uliethei rightly or wrongly — if 
rightly as landlord, if wrongly as usur}>er of the land — does charge the man 
who cultivates the land rent for the right to cultivate? 

4. —Yes. 

Q , — And that rent is something less than the economic surplus and does 
not touch wages or profits on capital and therefore hears every resembhinoe to 
the ordinary sense of rent in which it is charged hy an individual? 

A , — I say that part of the surplus taken as rent is not a tax. 

Q - — My suggestion Ik that the State cnn charge anything it pleases and 
what it does is to do whet a landlord does — charge rent. 

.4. — My answer applies either to India or to England. In England you 
have not got the Btat/e ownership of land, generally speaking. 

The Jlon'hle Sardar Jogendra singh, Q . — There is no land revenue there. 

A. — In England land is paid for, and the payment is called rent. In 
India the State happens to take that particular thing, and calls it revenue. 

Q , — After all, tax and land revenue are both tribute exacted by the State. 
Now take another view. Suppose you jiurc base land for one lakh of rupees. 
On that you pay land revenue. You invest another lakh of ru|>ee6 in shares 
and you get an income and you pay income-tax on that income. Both are 
investments. Both are taxe<l. One is called land revenue and the other 
income-tax. Why should you call the one land revenue and the other income- 
tax P 

A, — I proBume the man who chooses to invest his money in land will take 
into account the land revenue that he has to pay. 

The President. Q . — In your answer to question Xo. 98 you say that there 
is a proviso that the increments should not ordinarily exceed 33 per cent of the 
existing revenue. Where do you find it? 

A . — In the Assam Land Revenue Manual. 

(J. — It has not been reduced to statute yet? 

A . — Not yet ; but I think they are considering it. It is very likely to come 
out in stutuUwy form in a year or two, 

Q . — You say that the cost of collection is 5 per c*ent. How do you arrive 
at that? 

A, — The laud revenue is collcK'ted in Assam through Mauaadars. The 
district is divided into inaussas and the Mausadars get a commission on the 
actual collection ; and working out that commission it comes to about 5 per 
cent in rfiy district where the land revenue collected is about 12 lakhs a year. 

Q . — Does it include charges for the village staff, the Settlement staff, the 
Deputy Cotuinissioner, the Commissioner, the Treasury, etc.? 

A. — 1 think that the 5 per cent dom not include theee charges. I had 
figuree collected in my office. I will verify the figure. The 5 per cent does 
not include Settlement staff, etc. These additional charges might be 1 or 2 
per cent of the land* revenue collected. 
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©.-—You woaid not approro of a tax on mutations with a riow to 
checking fractionisation. It would hardly be effective utileaa it were equal 
or nearly equal to the capitalised value of the gain to those who proposed to 
divide up their holdings as a means of avoiding the payment of a tax/' 

A , — Tax on mutations would have to be rather high to prevent fractionisa- 

; and the man irho ia goi^ to be taxed would then consider whether it 
would be worth his while to divide up his holding. 

Q , — But suppose there is no question of the exemption of agricultural 
incomes below a certain figure. Would not a .tax on mutations tend to check 
the undesirable breaking up of holdings? 

A , — It would have to be rather a high tax. That is my only point. 

(J. — As regards comparison l>etween i^rovirn'es you say that tlu* liest 
method is No. 5, that is, by oalculating what fraction of the priHliit'e is paid 
in land revenue. Would that be net produce or gross produce? 

A. — I think that is gross produce. 

The Hon'ble Sardar Jogendra Singh, Q , — What proportion (li>es it boar iu 
your district? 

A , — I have not got the exact figure here; but I think it is 8 per ♦*ent. 

The President. Q . — But would not the cost of cultivation » vary largely fmm 
province to province r 

A . — I think it would. ^ 

Q . — So that a comparison based on gross produce would be fallacious; 
would not net produce be lietter? 

A. — Yes; I think it would be more useful. 

Q . — ^^You say with regard to mines, “In theory, the State might reason- 
ably take most of the exceptional profits of a mine. i.e.. the ditfereiice l>etween 
the profits of a particular mine and the worst mine which it juKt pays to 
work.’’ You are speaking of a mine that belongs to the State? 

A.— Yes. 

Q , — Then you say “ In practice such an a|>propriation by the State would 
lead to uneconomic working and wasteful expenditure. I would, therefore, 
favour the levy of a tax on minerals by an adjustment of royalties as the most 
practicable method, and to a point at which enterprise in a highly speculative 
undertaking would not he discouraged." The difficulty about that is that it 
is fixed by the Secretary of State. 

.4. — I thought that it was the Goveriiiiient of India; I am not sure. 

Q . — ^The present rates on royalties; are they high enough? Do they come 
near to the point you suggest.^ 

A. — I think they might be increased without discouraging mining. In 
Assam the matter has fieeri considered rec’ently and the difficulty has pre- 
sented itself that the royalties cannot he altered without the sanction of the 
Government of India ; and on that account they have considered alternative 
methods. There was the suggiM^tion in Burma of auctioning or demanding a 
premium for prospecting licenses or for working a particular mine. That 
suggestion has been considered. 

Q , — You are already taking a royalty? 

A. —Yes. 

Q . — And the Government of India take an excise duty? 

A. — Yes. 

Q . — And now you would take premium? 

A . — I say this suggestion has l>een made for working a new concession : I 
am not sure that I agree. 

Q . — You would take a premium for prospecting? 

A. — ^That bar been suggested. I am not quite sure whether I should do it. 
1 do not think it worth while to alter the rules. What I suggest is a simple 
and practicable method by alteration of royalty. 
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— Doeii not tho market price of the oil fioctnate very much? 

A , — It doea fiuctuate. 

Q — Would tliat not create a difficulty in your taking fixed royalty? 

A, — The royalty may lie fixed on a eliding scale. 

Q . — ^That will become a tax on profits. Is it praetioaUa to regulate royal^f 

A, — I think it i», because the actual royalty at the present time is a very 
uimall fracrtion. T do not think it is more than fire per cent of the aelliug 
walue of the crude oil. * 

Q . — Does that comply with your theory of rent? 

A , — I do not wish to suggest that taxation should in practice be based 
'Upon a theory of rent. 

Q , — Will it not discourage speculative enterprise? 

A, — Not if royalty is only a moderate part of the selling value. 

Q — You would aim at a fair payment for their risk and a fair profit for 
*their enterprine and take the rest as royalty. Yon don’t think that would 
be like taking a share of the profit? 

A»- It might, I think, amount to the same thing. 

(Jf. — You say there are good reasons for limiting a tax levied by local 
.unthorities in India. Is it not generally complained in India that local bodies 
'don’t levy enough taxiiition? 

A, — I do not know, if it is a general complaint. There are many in Assam 
who would favour a heavier tax on behalf of Local Boards. 

Q. — We were told this morning that unless the local authorities did levy 
more tax in Assam the essential services wdll be starved. The only alterna* 
*^ive to that was a larger contribution from the provinc'e. 

A. — I think there is scope in .\ssam for levy of more taxation than Local 
Board.s raise just now. 

(/. — In England there is no limit to the rate on annual value which the 
•local authority (?an impose. It has gone up to 24 shillings in the pound. 

A. — 1 would impose a limit in India; but the limit has not yet lieen 
'reached. That is my point. 

Sir Percy I'hompnon . Q . — Tlie local cess, for instance, should be raised from 
‘-one anna to an anna and a quarter. 

A , — It has been suggested by Local Boards. 

Q . — At any rate you will give more latitude than they have at present. 

A. — A little more. 

Q , — Do you mean to say that house property is being now let off without 
*tax? 

A, — That is I think Vhnt happens now to some extent in municipalities. 
The widow who has no particular means of subsistence is usually let off. 
'But there is no definite provision of exemption in the Municipal Act on 
account of the small value of a house. 

Q. — If a man is w^ell off the fact that the annual value was something quite 
ridiculously small would not help him for exemption. 

A. — He will be assessed by the municipality on the small value of the 
bouse. 

i?,— The mere fact that the value of tiie house is small would not exempt 
bim. 

A. — No. But he would paym very small tax owing to the small value of 
tlm bouse. 

Q. — In the Central Provinces houses of the annual value of six rupees or less 

not charged at all. 

do not remember such a proristtm in Assam* 
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The ^eeident, 9 .— You »ay you would rate municipal ait^s on periodic 
aaluationa and exempt improvement. That doe^ not mean that you would 
exempt buildin^p; from house tax. You are talkinfi; solely of land. 

A . — I was ^inkini!^ of sites. I would not iiKTeaae the value of the site 
merely because a man puts up a nice building on the land. 

Q , — ^You think the tax on hind should be quite indei>endent of the house. 

d.— Yes, 

O, — Would you make grants an instrument of control over local bodies f 
Will you withhold grants unless a suflftrteiit standard of efficiency was main- 
tained P 

A, — Government now makes a grant to a Locral Board for education 
they spe<*ify that it shall be used for education and nothing else. If they 
don’t do that we might find these particular grants mixed up with the rest of 
the income and iise«l for c‘<jinmunicatioiis, or for other purposes. 

Q . — But further than ear-marking would you use grants as instruiuentH 
of control? Would you insist that a certain tiiinimuiii standard of efficiency 
must be maintained to deti^wve the grant? 

A, — I think in actual practice that is done now. It is implied Govern- 
ment would not grant any aid if the Local Board misused the money in any 
way. I think that in the case of extreme ineffic iency, superseding the intiiii- 
cipalitv w'ould he the only step. The local hoily could he handed over 
to the Deputy Coinniissioner. In some parts of India they have superseded 
municipalities. 1 do not think it has happened in AssXin. 

^.'—You recoinniend a tax on increment value. Is it workable? 

A. — 1 w-as about to say, “if practicuhle.” That would involve periodical 
valuation and I think f have suggested that ndecpiate notice should he given. 

Q . — You propose to tax tobacco on the basis of acreage. Have you studied 
the figures w'e give for the provinces of India? 

A, — J examined them. Each province should know' from its land records' 
the acreage under each crop. In As.suin we w’ould know' fairly accurately even 
if we had large areas under tohacxMi hecau.se we have a well organised land 
records staff who are closely in touch w’ith the land. The whole land is par- 
celled out and either the Sub-Deputy Collector or lus Assistant knows each 
plot. I do not say our information would always he accurnte. But we have 
the means of making a list. 

Q , — It has l>een brought to our notice that you could not iiiipr)Me that on 
the tenant because he is already paying a full rent for his land. 

A. — I do not know' the legal aspect of it. I suppose* it might Ik? done hy 
legislation. 

Q , — You suggest that variation in fertility might Ik* allowed for hy the 
introduction of a soil factor. We were told that the variation is 100 per cent. 
There is variation in different seasons. 

A, — I think the method would be only very approximate and 1 do not claim 
it would be very accurate at all. 

{jl . — ^The method adopted is Ui take an urea, and lease the monopoly of 
vend in that. License the traders and exporters. Impose stritrt limit on 
private possession and require the cultivator to sell at a fixed rate either to 
the mcaiopoliat of his area or of another area or the exporter or the manu- 
facturer. Certain Indian States are working like that. The monopolist who 
0 ot the privilege would get all in his area. 

A, — I cannot say if it will work very easily in Assam. It might. 

Q , — ^With regard to the division of proceeds you say it is practicable in 
propm'tion to provincial ability to pay. You don’t think that taxation for 
imperial purposes should be imposed at the same rates in all provinces. 

A. — ^Each province now contributes^ I suppose, a certain amount for the 
expenses of the Government of India. I suggest that this contribution shor.kl 
he regulated by the province s ability to pay as measursd by its population 
mud resources. 
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Q . — ^At present you have separation of sources as cnatoma^ salt, etc. Ton 
would not say that one province should pay higher income-tax. 

A. — I do not mean that. 

Q. — By your reference to the ability to pay yon are introducing an in- 
equality. 

A.*— I do not mean that quite. What was in my mind is this. We spend 
a certain amount of money on the army. The wealthy and commercial pro- 
vince should contribute to the cost of the army a larger amount according 
to its ability as compared with another province which derived its inooma 
from agriculture alone. It should not be on the basis of population alone. 

— Is it not brought about at present by giving to the Government of 
India income-tax which is assessed on the ability to pay? 

A. — Very largely. 

Q , — ^You don’t suggest aii%^hing like the Meston Committee as to what 
each province can afford to pay. 

A , — I was answering a question as to the general principle that might be 
followed. I was not making any reference to the system in actual force. The 
present system is in fact largely based on ability like income-tax. 

Q , — So you are not suggesting that we should tax one province in pre- 
ference to another. 

A . — I do not suggest that at all. 


Written memorende of witnesses netezumined orally. 

Written memorandum of Lieutenant-*Colonel W. D« SMDLESs C.LE.» 
DJSX)n SeiKin Tea EstatSt Moran P. Assam. 

Q. 40 , — 1 am not in favour of reducing the limit Rs. 2,000 of exemption 
from income-tax. If the limit is reduced, I consider, it would press hardly 
on the Indian middle class who at present find it difficult to get suitable em^ 
ployment and to bring up their families decently. 

Q, 41 , — 1 consider income-tax in India is at present a tax on honesty. My 
personal opinion is that the large Marwari shopkeepers in Assam are not 
always paying their fair proportion. The super tax levied on large com- 
pani^i 1 consider, unjustly penalises the small investors. The number of 
small comparatively poor investors in such companies often run into 
hun(lred4S. These people have to pay the super tax, w'hereas a small company 
whose shares are privately held by six or seven wealthy people escapes. The- 
red tape and difficulty of getting rebates afterwards are such that little- 
advantage is taken of them and they are of little or no benefit to the small 
investor. 

Q. 111 . — 1 consider there is Justification for the maintenance of tolls in 
Assam. As far as this province is concerned no toll should be established 
on any road unless it is pucra for at least ten miles on both sides of the toU- 
gate. The minimum distance between toll-gates should be ten miles. The 
money realised should be expended as much as possible upon the road which 
pontributed it. 

Q. 117. — ^I consider that grants-in-aid from ^neral Oovenunent funda 
should earmarked foi* particular forms of expenditure, and not be an uncon- 
ditional contribution in general aid of local finances. The basis for calculation 
should be the amount of the contrihution in money direct or indirect of the- 
province or industry concerned and the needs of the province or industry. 

118 . — consider that the Government providing the grant earmarked 
for a particular purpose should retain sufficient control to ensure that the 
money is spent efficiently on that particular sanctioned purpose only. If 
the whole grant iu-aid has not been spent in any particular financial year,. 



tke balance remaining shoald again be carried forirard to the next diiand^U 
year and credited to the aceoitiit of the sanctioned |»iirpose imly. The rain- 
fall of this province is so dtsirihnted that efficient road making a'ork is usual* 
1y only possible for six months in the year, t'oiisequenily original a^ork often 
takes longer to cH>inplete than in other provinces. 

Q, 15 $, — X would accept the above reasoning in countries of tbe siae of 
Denmark or the Irish Free State, but I do not accept this reasoning when 
^applied to a country of the siae of the Indian empire and whose industries, 
climate and needs are so varied. Bitter experience has taught us in Assam 
that the Central Government has imposed the export duty on tea as a war 
•emergency measure only, Seven years after the Armistice we find the tea 
industry of Assam still paying the export duty add the legitimate needs of 
the industry for better communications disregarded. 

Q, 15S , — When export duties are levied on goods which can be identified 
as the produce of a particular province the ruling should be definite that 
the money realised should he allotted to the province concerntMl. The export 
duty on jute, however, cannot l>e considered as on the same basis ns the export 
duty on tea. Jute can either l>e exported raw or as a manufactured article 
and any imposition on the export of raa* jute is of udvaiiinge to the spinning 
«nd weaving industry in Bengal. Jute also is practicnl^ a monopoly of 
Bengal and is not grown commercially outside North East India. Ten on 
the other hand can only be exported in a condition resdy for um* and the 
•export duty is not of advantage to any manufacturing community here. Far 
from being a monopoly of India the keenest competition has to Ih« faced in 
tkfo markets of the world from Java, Sumatra, China, etc. I consider 
xmMMiie>tax a much fairer proposition than an enport duty. 


Written memorandum of Rai Bahadur RAMANI MOHON DAS. 
Retired District Mafietrate, SyUet. 

Q, IS , — I should think so. 

O. 19 , — In considering the general incidence of taxation, taxes imposedf 
nolefy for expenditure on the needs of particular localities should he separately 
shown for such locality. They should be ex<;luded from the general incidence 
•of taxation. 

(ji, $0, — (a) Yes. 

(5) Tax on the annual value of holdings or on the income of persons residing 
or owning property within the locality should, 1 think, Ik? treatcnl fui taxation 
for the general purposes of the lo<ral body. Taxes on animals, carnages and 
carts may be included in this category. 

(c) Latrine*rateB, water-rates and light! ng*rates should be put into a 
separate class. They are not taxers- at all, but rates levied for services 
Tendered. 

Q, Yes. 

Q, $$. — Taxes on luxuries may be regarded as voluntary to a very great 
•extent. If I desire to indulge in them, I roust pay the tax, otherwise not. 
\ non-smoker may not pay the tax on tobacco. One who docs not care for 
a swift vehicle, need not pay the tax on motor vehicles. Similar remarks 
apply to intoxicating liquors and drugs. 

Q. $S , — I do not agree vrlth the statement quoted. Both tobacco and 
intoxicating drinks are injurious to health. The use of tobacco should be 
restricted to adults, and of liquors and of drugs, prohibited on the ground 
that they are injurious to the health and welfare of a nation. 

Q, 2i . — A tax on entertainments, although a voluntary tax, is also a 
tax on the neoessaries and amenities of life. 1 would not consider It a 
voluntary tax. As regards tax on railway tickets, I think it may be consi 
dered a payment for the safety ensured hy tbe State. 
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V, 

« 

0, 2ft. — No. Although the Koran prohibits intoxicating drink, many 
MoMiems drink a lot. So Moslems, as a class, cannot be exempted* 

J f. 27. — All except ascetics and mendicants who have no hxed place of 
e should be taxM. 

Q. Yes. 

Q. Direct tax. 

Q. SO. — A poll tax will be \ery unpopular in this country. I would not 
recommend it. 

Q. SI. — I have no experienc^e of any of these taxes, except the chowkidaii 
tax which is unpopular, chiefly because the people derive no visible benefit 
by the* employment of a chowkidar in their village. 

Q. 32 . — I consider them more objectionable than the salt tax, the customs 
or excise duties on cotton, kerosine oil, or matches. 

Q. SS. — Yes, on companies and unearned incomes. 

Q. 3k . — I would advocate a division into earned and unearned income. 
The perc*entage should l>e higher in the ease of the latter. 

Q. 3b. — Yes, 

Q. 36. — Quite practicable. The ossessoe may l)e required to mention the 
fact in his return of income. 

Q. S7. — I would advocate the retention of the profits tax in its present 
form. 

Q. Sfi. — Taxation od agricultural income cannot he thought of in Bengal, 
RH well as in pcrinanently-settled districts like Sylhot, as such a taxation 
would be considered a breach of faith regarding the terms of the Permanent 
Betllement. 

jy. — T am unalde to form an estiinate. 

(f. kO . — I would not reduce the limit, as it is likely to entail hardship on 
account of the joint family sysiein in this country. 

Q. 4i. — The evil has hei*n mitigated to some extent hut not removed. 

42. — Yes. 

(>. 43. — Yes, it would reduce frauds but would raise a tremendous oppo- 
sition from the public and the press. 

Q. 44. —Yes. 

Q. 43. — Yes. 

Q. Yes. 

Q. 47. — Yes. 

Q. 5i.— Yes. 

Q. 32. — Yes. 

Q. bS . — The rate is moderate and fair considering the state of poverty in 
the country. 

Q. b4 . — I think Government should sell at cost price. 

Q. 5b. — Yes. 

Q. .56\— Yes. 

Q. 57. — I think sifting should be prohibited, if it is practised solely for the 
purpose of increasing the trader profits,, 

Q. bS. — Yes. 

Q. 5.9.— Yes. 

Q. (^0.— Yes. 

Q, 7b . — I think the duty on opium might be the same in Bengal and the 
Sylhet and Cachar districts of Assam which are contiguous to Bengal. 

Q, 76. I am not acquainted with the system. 

Q. 77. — Bronggiing is still going on in the district of Chittagong of whick 
I have some direct knowledge. Preventive action both in the cultivating and 
consuming provinces by the Government of India is desirable. 
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Sir Buay Chand Mahtab, G.C.I.E., K.C.S.T.. MikliAtajn 

dhiraja Bahadur of Burdwan. 

Sir pRBOY Thoicpbon, K.B.E., C.B. 

The Hon’ble Sardar Jogbndaa Sinob. 

Dr. R. P. Pabakipte. 

Dr. L, K. Htdeii, M.L.A 

Mr. A. MARR, CJ.E., LC.S., late Secretary to the Government of 
Bmgal, Finance^ Marine and Commerce Departmental and 
now Chairman* Calcutta Improvement Trust* was 
examined and gave oral evidence as follows 

The President. Q. — Mr. Marr, I take it that anything you might »ay here 
will be your own views and not necessarily the view of the Bengal Government. 

A , — That is so, Sir. I have been given no mandate by the Government to 
represent their views. 

Q . — I think you accept the axiom that whatever plan is adopted must he 
applied in the same way to all provinces. 

A, — ^Well, I think, we shall be compelled to accept it. I think it will be 
rather hard on some provinces to any that it must be adopted in the same way 
in all the provinces, but, 1 think, whoever ultimately has to iltH'ide this, will 
be compelled to decide this way. 

Q . — ^Would you allow the Central Government to reserve the right to dis* 
tribute the surplus to the provinces which are hard hit or would you prefer, if 
they have a surplus, that it should ho passed on to the provinces as a wholes 

A , — I would prefer the latter. Otherwise, it would simply enhance the 
inter-provincial jealousies that are going on now. 

Q , — Then the plan, as you know, which we are considering is this. Pro> 
fessor Seligman has mentioned five ways. He condemns tw'o and recommends 
the combination of the other three. Have you got any modihcation to suggest? 

A . — The position of India is rather different from the case that Professor 
Seligman was considering. Instead of building up, we are rather building 
down from Central Government to Provincial Government. He was building 
up and we are building down. 

Q . — In the ease of other Federations the component States surrendered 
oertain of their sovereign powers in favour of the Federal State. They were 
giving powers to a central authority of their own creation. The Central Oov- 
emment in India has given up much more than the States in other Federations 
have kept. 

A . — ^They agreed among themselves to give up certain powers to the Federal 
Ch>vernment. Even so, there was difficulty in getting the smaller States to 
agree. In this case it will be rather difficult to make them agree as to what 
powers they would give to the Central Government. Method ** A** of Pro 
lessor Seligman’s proposals — the centime additionel — ^^woald raise a very seri- 
ous difficulty. Take, for instance, the case of income-tax. In a big town like 
Calcutta, I cannot seeJiow the tax could be assesfsed on this principle, where 
you would have central rates, rates for Bengal, rates {pr Bihar and Orissa and 
rates for Madras. 
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A ” in applicable^ for instance, to the case of land oasa in tine 
porarily-settled prorinces. 

A, — I have no experience of the temporarily-settled provinces, but I snp^ 
pose it would be so. 

Q . — Then take the ease of fiitamp duty on transfers of property in towns. 
You would not condemn method ** A ” altogether. 

A.-* Not for local things like these. It would be more useful for division* 
between provincial and local authoritiee. 

Q , — Then ** B ’’ m the present system — the separation of sources. Would 
you approve of this? 

A. — Certainly. I would adhere to ^is as much as po^tble. If it can be 
adhered to altogether, well and g<K»d, hut 1 do not think it isf possible. It is 
important to get a broader basis. 

Q . — Then we come to “ C.** 

A.— Yes. 

Q , — Would you reverse the prf)cess in some cases? We have suggested for 
instance in the case of excise the reverse of the process that is indioated in* 
** C.*\ We propose that the revenue should be collected by the provinces but 
a basic rate assigned to the Central Goveminent. 

A. — I would like to see this system extended. In the ease of income-tax 
the basic rate should be given to the provinces and the remainder to the- 
Central Government. 

Q.--^What you really substitute is an arrangement under which Uie ad- 
miiiistering authority should make over the basic rate to the other. 

A.*^Tlie basic amount would go to the non-controlling autboiify and the 
balance to the controlling authority. 

Sir Percy Thompson, Q,^Mow are you going to apply the basic rate to* 
the income-tax? 

A. — In the caso of income-tax, the Financial Settlement Cosnmittee wouldi 
decide that the provinces would get a pies per rupee of assessed income. 
The Committee must settle the question of what figure a will be. That 
amount would go to the provim^. That would he the first charge on the 
whole. The balance would go to the central authority. The central authority 
would thus he able to use it to balance their budget and would be in a position 
to vary rates in order to balaiu’e their budget without consulting the Provincial' 
Qoiwriimenis. 

Dr. Faranjpye. Q , — You woiild not make it var>' from province to pro- 
vince ? 

A. — No. a vrould be a figure fixed for a period of years, a would 
not vary from province to province. 

Sir Percy Thompson, Q . — Supposing a man is assessed on Bs. 5/XX), andi 
on that Rs. 5,000 the provinces would get a definite number of pies per rupeo, 
the sum which the Central Government would get may be a minus quantity. 

.4. — ^Yes. But I am not taking individual cases. X am taking it as a* 
srhole. 

l>r. Paranjpye, Q, — Suppose, taking the present case, a man has got 
5,000 rupoes on whioh income-tax is levied, I helieve, at about 5 or 6 pies, tlm 
provincial basic rate might be 3 pies. 

A. — In that case it weuld not be a mintivV quantity. It would be the 
husiuess of the Financial Settlement Committee to settle this basic rate after 
qoiist4ering the normal expenditure of the provinces according to the needs 
oi the psovinoes. That is the fundamental ^ng to oonsider. 

The President, Q , — ^How are you going to take a rate on individual 
incomes? 

A. — would not be on individual incomes. It would be on the total? 
assessed income of the province lor the whole year. 

Q , — Supposing yourYoial incoin€^tax is or and the province’s shiwa is y? 
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A. — huve iiotliiiig tD do witli iiicoiiio4i^ Ikt all. 1 atn only Miming 
so many piss per rupee of assessed income. I hare nothing to do with the 
income-tax that is actually collected on it. 

Q , — ^In order to ascertain the provinces* needs^ you will have to determine 
a fraction. Supposing the total income-tax is t, the proTinces’ share is 
a, and the Central Government's share is h, a will have to be divided up 
between the provinces and their share will be determined aoeording to the 
needs of the provinces. 

A , — ^What you prop<m is not iny system at all. Before you oome to a 
hnancia! settlement, it is absolutely necessary to have arrived at the normal 
expenditure of each province. Any financial settlement which does not meet 
this condition is going to fail in the same way as the Meston Settlement has 
failed. Having arrived at the normal provincial expenditure, the Financial 
Settlement Committee has to devise means by which the provinces would get 
sufiioient income to meet that normal expenditure. My stiggestion tin regardH 
ancome-tax is only one of such means. 

Q , — The order of the process is a little different. We determine the 
methods. The provinces then determine tlioir normal expenditure, then the 
Financial Settlement Commit tee works out the nctnal ffguren wdiich would 
meet the normal expenditure. 

A. — I am not sure about that. I want the Financial Settlement Committee 
to fix this figure a. 

— We have to fix a and h first, n will not be •the same in all the 
provinces. 

A. — T do not mean to say that iiiy figure a will meet the whole provin- 
•cial expenditure. I only mean to say that this is one of the means by which 
you can meet the normal expenditure. After all it may not be sufffeient, but 
it is one of the means. 

Q , — You may find that a certain fraction won’t cover it, then you try 
another fraction which gives a greater share of a particular tax. 

A. — ^Yes, you may try this tax or any other tax. 

Q . — Whatever tax you may try, you would apply to all the province. 

A. — ^This is my method with regard to Income-tax. 

Q . — How are you going to detemine the share of the provinces infer se 
•of whatever goes to the provinces as a whole? 

.4. — have nothing to do with that. I give so many pies per rupee for the 
income-tax assessed in my province. That automatically settles the ratio 
■between the prm'inces. Whnt you will hare to do is to have an independent 
body to settle evefy year or for a fieriod of years what the normal figure of 
jissessed income will he, Just as we hare to do at present itnder devolution 
Rule 15. 

Q.— -The normal figure would be the abstraction of the total sum, because 
the amount may var>^ according to the year. 

A. — The calculation would be, not on the amount collected, but on the 
.assessed income from year to year. 

— How are you going to settle the proportion between provinces? 

— Suptmsing the independent authority decides on taking an average 
for fi^years, it may take 60 crores as the average assessed income lor Bengal. 
*l^t would be the figure to work on and the authonty settles with the pro- 
^ Tince accordingly. Next year the Income-tax Department reports that the 
SMMssed income of Bengal has gone up to 65 otorm and that of liedrm has 
•dropped by 2 crores. Yon simply settle that proportion accordingly. It is 
•only a simple arithmetical proposition. 

Sir Percy Thompson, ^jf.—In the one year you get 600 million times a 
pies and, in the other year you get 650 million times a pies. 

_Yes. The Income-tax Department would give you the correct figure 
•of annffitwrd income each year. It would be always subject to adjustment Mter- 
wards. It would be in exactly the same position as it is at present under Devo- 
lution ftule 15. 



Th: President. Q, — Snpposliig the assessed income of Bengal is * 
the amount to which Bengal will he entitled* to credit will be f 

A. — No, Bengal would get oxX pies. 

if . — What the Committee must arrive at is only a fraction. 

A . — No fraction is necessary in this case. 

Q . — Your assessment for a particular year inclndes a certain amount of 
income from other provinces. 

^.-^uch is also the present position under Devolution Rule 15. I am 
assuming that we* arrive at the ultimate assessed income as we do in the case 
of Devolution Rule 15. 

Q . — ^Then a certain proportion of your income which is collected in Bengal 
belongs to other provinces. 

A.— They get credit for that. Before the Income-tax Department give us 
the ultimate hgure, they distribute according to the provinces. 

Sir Percy Thompson. Q, — According to your proposal there may he con- 
flict between the provinces. For instance take the case of Bengal, its income 
from income-tax may be 1 million 90 times 3 pies, Bihar and Orissa’s may 
be 1 million 85 times 3 pies. Bihar and Orissa might come and say, “ Look 
here, one of your factories situated in our province is controlled in Calcutta, 
so out of 100, we must have 85. 

A . — That is nctiially being done under Devolution Rule 15 now, with the 
result that all the prijvinoes, except Bengal and Bombay, are scoring because 
the datum line is too high. This was not the intention of the framers of 
Devolution Rule 15. In my system this would not be necessary. Suppose the 
Financial Settlement Committee fixes a datum figure for a period of five 
years, that rate is fixed for five years as between the provinces. At the end 
of five years Bombay may come forward and say ‘‘Look here, we have lost on 
this and wo want so much more.” Then the Settlement Committee would 
have to decide whether Bombay’s datum figure should be lowered or raised. 

Dr. Paranjpye. Q. — You say that we must find what is the reasonable 
normal exjienditure for each province. Don’t you think that there is every 
reason in the same enquiry to find out whether each province is fairly taxed 
or not, that is to say, whether the province is bearing its fair share of 
taxation or not? 

.4. — Of course that should have been done in the very first instance. 

Q . — If you want to find out what is a reasonable scale of expenditure, you 
will also have to consider what is a reasonable scale of taxation in the 
beginning. Other provinces are paying very large shares of their income in 
the form of land revenue, because land revenue is pitched at a high figure. 
But Bengal has come to the stage when it does not pay much towards land 
revenue, constH|uently other provinces may come and say, “ That is your 
normal scale of expenditure, hut let us see what is your normal scale of 
taxation.” 

A . — If you are going to take that into account, you must take all forms of 
taxation. 

Q . — You should go into the normal scale of taxation for each province. If 
you find a particular province is working with less than its proper burden on 
a reasonable estimate, then that province should be told, You cannot |et a 
normal scale of expenditure unless you pay normal taxation.” 

A. — ^Yes, these things will have to be decided together. The new financial 
settlement must start all the provinces going, with slight surpluses. 

The President. Q. — You propose to make a settlement of every businen 
which extends over more than one province annually to ascertain the share 
that should go to each province. 

A, — Not annually, but only on a five-yearly settlement. 

Percy Thompson. Q. — ^But you take the saipe percentage over the 
period of five years. In the case of a business doing ite transactions in Bihar 
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and having its headquarters in Calcuttai Bihar would get 85 per cent and you,, 
only 15 per cent. 

The President, Q . — Every year you are going to work out for pro** 
vince the share which belongs to that province; that has to he done individually 
for each business. 

ii.— We do that now. W’e are not departing from Devolution Rule 15 in* 
that respect. Wo have done that with tea companies in Assam, also with the* 
coal cmnpanies of Bihar and Orissa. 

Q , — You ^ink it would not cause difficulty, provided you lay down certain*" 
general principles.^ 

A.— No. 

Q , — Who would work these outP 

A. — ^The Ck>imnittee on Financial Relations, or whatever body makes the* 
financial settlement, would do it. It must allow* the provinces to start with 
a reasonable surplus. 

Q . — But they would not continue indefinite^* ; they would simply lay down 
principles. 

A. — ^Having laid down principles, you w*ould have to have an independent^ 
body to make the settlement. 

Q . — Would you not have the Income-tax Department to work it outP 

A. — The Income-tax Department would work out the figures and the inde* 
pendent body must settle w*hat a is. 

Q . — What would bo the basic rate according to the principle on which you 
would make the division between provinces? 

A. — There is no difficulty about that. Adjustment between provinces would 
have to be made. A few minor disputes are going on at present, for instance,, 
as regards the division between provinces of income-tax on the East Indian 
Railway. 

Q. — Can you give us an indication of the principles you would follow? 

A. — Take for instance the tea industry. Where* the managing agents in 
Calcutta of a tea garden in Assam are only forwarding agents and when 
Assam can prove that, we allow Assam the whole income-tax on that garden. 
Where the managing ag€*nis are real managing agents, that is to say, where 
they control the w'orking of the garden, we allow Assam So per cent and the * 
remaining 15 per cent goes to Bengal. 

Q , — How would you deal with the case of the Tata Iron and Steel Com- 
pany? 

A. — It would be a difficult piece of accounting. There the division would ' 
be between Bombay and Bihar. Certainly Bihar should get a very big share. 

Q, — Do you think you would be able to lay down a fraction, such as 15' 
per cent to serve for a time ? 

A. — I do not see why the two Governments should not arrive at some com- 
promise which would be satisfactory to both. 

Q. — How would you deal with the case of a Bank which has branches all 
over India? 

A. — ^^A chartered accountant would have to deal with a case like that. 
Take the case of the Imperial Bank. Certain branches are running at a lost 
as against profits in others. 

Sir Percy Thompson. Q. — Is not this difficulty common to all systems of 
sharing ? ^ 

A. — ^Yes, unless you accept the principle that all the tax collected in a« 
province belongs to that province. Bengal and Bombay would agree to that 
principle ; other provinces would not. If this is not agreed to, the difficulty of^ 
sharing must arise. 

The President. Q. — Should we not have to lay down a very large numbrnr^ 
of principles for the division? How Would you deal with a irm whidh has- 
Ranches all over India? 
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A an indcfyendent chartered accountant could deal with a ease like 

that. 

Q . — ^That is why I was asking you whether you were going to hare tiuM 
Hcrutiny made every year. You cannot put a chartered accountant on to it 
every year. 

A . — permanent chartered accountant can be put on to deal with all 
cases of dispute. As long as a particular business is going on ordinarily and 
does not boom in one place and slump in another, there will be no dispute. 
For instance, take the case of the East Indian Railway. The whole of the 
yield from that is going to the Central Government at present. The Provin* 
cial Governments through which the East Indian Railway passes get no 
share whatever. If they claim that they are entitled to a share, that is a 
dispute which only a chartered accountant can settle. 

Q , — Would not the same thing happen in the case of about half the firms in 
Calcutta? Take a hrin like Whitenway’s. 

.4 . — Any province which has no branches of the firm has no claim. 

/>r. raranjpye. Q . — An easy method can be obtained by crediting part of 
the j»roht8 to the turnover and part to the management. 

A. — There would be no difficulty in that case. We have not had much 
diffirulty under Devolution Rule 15. The procedure under that rule is that 
any dispute, in which the provinces do not agree as to the proper division, 
goes to the Central Government to decide. As far as 1 know, nd cases have 
gone to the Central Government yet. 

Tht President . Q , — As between Burma and Madras there are a tremen- 
dous number of disputes. 

.4. — But they settle all among themselves. Madras gets 5 or 6 lakhs a 
year under Devolution Rule 15. 

Q , — If it were a matter of 50 or 60 lakhs, there would have been a terrible 
fight over it. 

A . — ^That difficulty will arise in any case; the only way to solve it is to have 
an independent accountant or body of accountants to deal with it. 

Q , — I suggest you might take a particular year and determine the share 
of a province on the income-tax paid in that province for that year, say a 
certain arbitrary fraction. You then hat^e an inquisition and allow for shift- 
ing of business, but you should not have this inquisition going on year after 
year in the case of each individual province. 

A.— Yes. 

Q . — Supposing your rate was three pies, the amount of income that would 
be credited to the province as a whole would be fixed. Yon could then take 
a particular year, have your inquisition and divide that between the provinces ; 
each province will get its share and then you can apply that share to the 
total provincial share year by year for the following five years and after that 
bring in the chartered accountant. 

.4 . — Yes ; but that does not make the provincial share the first charge. If 
the provincial share is the first charge, 1 would not mind. 

Q , — Supposing “ X *■ pies was the provincial rate, the provincial share 

can be found out, and Bengal’s share of the provincial share would be ^ xX; 

B 

then if the next year’s rate is Y, it will be x Y and so on. 

B 

A. — If the agreement would last for five years as 1 suggest, then there 
would Jbe no difficulty in arriving at the assessed income under my method. 

— ^AIl that I suggest is that yon would be entitled to a fixed frectiwi for 
five yewrwof the assess e d inoome in your province. 

A. — do not want that, because trade in one province may boom; if trade 
bofims and the assessed income in Bengal doubles, 1 want my double diare. 

JDr. Paranfpye. Q,—If jute rises and cotton lails^ thtf total iaoome^ag 
lor India might be the same, but you want Bengal to profit by the bOotaP 
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, we went to teke our ekeitce. * 

The Freeideni, Q . — tkink we sliould heee to fto through each qImi of 
business end find e sort of principle on which dirieion should be mede. 

Sir Percy Thompson. Q.*— If you hmve e business with brenohes in soTorel 

S rorinces, (quite apart from the seat of management)^ you would have to 
iride the assessment according to the business in each prorinco. 

A, — TeS; subject to surcharges, such as capital charges, orerhead chargee 
and so on. 

— Suppose you have a eotnpaiiv, the head office of which is situated in 
Calctitta but the whole of thc^ xnanufacturing business is done in various other 
provinces; you would have to fix a |)ercentage which you are going to collect 
on account of the fact that the seat of control is in ^Icutt^ and divide the 
balance in proportion « according to the profits made in the dinerent proviiioes. 
.4. — That b what we have done in the case of tea and coal. 

The Presidetit. Q. — How would you apply that to a firm like Haiti’s, which 
buys produce all over India F 

A. — Ralli’s is the most difficult problem of all. In a case like that, as I 
said before, you would have to get a chartered accountant and ascertain what 
in his opinion should be the proportion which should be resarred for the 
Calcutta ofiicc. Assuiuiiig that that proportion b fixed for a |>eri^ of years, 
say, five or ten years, whatever scheme we take up, the proportion must be 
settled. 

Q. — For every business that has branches in more ||han one province, you 
have to fix a proportion. 

A do not see any other way out of it, • 

Ih\ Paranjpye. Q . — What would you say to thisF A bank has only one 
office conducting its business in Bombay, but its shareliolders are in all parts 
of tlie country. Obviously the income is earned in Bombay, but it is also 
earned bj^ people in different parts of the country, 

A. — Because tlu« shareholder in the Bombay bank happens to live in the 
Central Provinces, I do not think that would give the Central Provinces an^ 
claim whatever. 

Sir Percy Thompson, Q . — If you had a province the inhabitants of which 
consisted wholly of people who lived on Ute interest of stoc^ks and sharos and 
dividends, they would pay no income-tax at all. 

4. — So far k.s that particular province is concerned. 

The P resident • Q . — On the other hand, that province might lose a con- 
siderable sum, because they might claim refunds, which would be paid by the 
province of residence. 

A. — They might. 1 cannot see how yon could follow back the capital to 
its source. 

— You would have to have an agreed fraction. 

4. — It appears to rne that that w'ouJd be impossible. Take.* the question of 
registered shares; you may be giving credit to a province on account of shares 
which are not held in that province, 

Q, — We are considering a proposal that the company should be bound to 
pay dividends only to registered shareholders. 

4. — ^That is very' sound, but it does not help. Quite a numl)er of cotnnaaieM 
in Calcutta do not issue cheques for their dividends to any hut the registered 
shareholders and certain banks refttse to realise dividends on liehalf of their 
clients unless the shares are registered. We have looked into this queetton 
several times, but are not able to devise any method by which it could be made 
compulsory that the holders of shares should register their names ; we have lost 
a great d^l of stamp duty on traiufers of shares for many years. 

J>r. Paranjpye, Q. — ^W^hot would happen to hearer securities without any 
names at all ? 

4. — Such berer securities would have to drop out under your scheme 
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fact that some of the sharehoklen belong to anotber prorinoe will 
l>e taken into account in making the proper apportionment. 

A , — I do not see how that cotild be taken into account. 

Q . — ^An independent authority might take them into account. 

A . — I do not see how it could^ because it would be proceeding on absolutely 
incomplete information, information which might be W per cent, wrong. 

Sir Percy Thompson, Q , — Supposing I am a shareholder in a Bombay 
company and I live in the Central Provinces and get dividends in the Cen- 
"tral Provinces, if you levy income-tax, whom do you tax, me or the company P 

A , — That a di£lereni question. 

Q , — I suggest you are taxing me. 

A , — I suggest that Government is taxing the company^ and the company is 
passing on the tax to you. 

Q, — No, because it makes the rate of the tax vary by reference to the 
circumstances of the shareholder. It is a mere piece of machinery to tax the 
•company. 

A , — I suggest that Government is intentionally taxing a company. 

Q , — If it is taxing u toinpoi*y, ought not the tax to l>e at a certain rate, 
whereas it varies w ith the circumstances of each shareholder? It may be taxed 
^nly at five pies in the ru|)ee in the case of small incomes or right up to the 
maximum. I think the arrangement of taxing the company is a mere matter 
•of machinery in order to avoid evasion. 

The President. (^. — How w'ould you deal with Government paper? 

A.— ^We w'oiild have the same difficulty as we have with registered share 
certificates. 

O. — 8o that the provinces which have the issuing office would get the 
whole of the revenue; or would you give some of these un traceable items to the 
'Government of India? 

A, — It is very difficult to say. When you try to trace it back to the source 
like that, you are bo\ind to land yourselves in difficulties. 

Q . — 1 see your objection to our plan. If juU* booimnl and cotton did not, 
you suffer in your arbitrary fraction. 

A. — I think you w'ould get the tw'o big commercial provinces opposing your 
plan very strongly. 

Q . — We heard three business men of Calcutta, Madras and Bombay and 
•they were all in favour of an arbitrary fraction. 

A . — Speaking personally, I do not think you would get the Provincial 
Governments to agree, ‘because obviously the tivo big industrial provinces 
.may suffer. 

Q , — I do not think that the other Provincial Governments would accept 
your proposition. 

A, — I quite agret'; in the same way as they are now' quite satisfied with 
the working of Devolution Rule 15, although it was intentionally framed to 
'benefit Bombay and Bengal. 

Q , — You wculd give nothing to the province that simply produces the raw 
•matorial; for example, Assam jute which comes into Bengal. 

A , — That is very small. 

Q. — Supposing that increased, would you give Assam anything? 

A. — How could you work that out? In that case you are going to try 
-and trace the cotton which is manufactured in the Bombay mills and in 
ih4 Pondicherry mills to its place of growrth. 

Sir Percy Thompson, Q , — ^That is exactly the problem which is arisen 
between Great Britain and Northern Ireland. Income-tax is a reserved sub- 
.iect and is administered by Great Britain, but the proceeds credited to 
Northern Ireland is only Northern Ireland’s share. It does seem a little 
viifficuh to say that you will not take account of residence in your allocation 
vibe taxes. 
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— It is impossible. * 

Q. — It is bein^ done as between Great Britain and Northern Ireland. 

A. — Becaujjie the system ot share certificates there is totally diHerentj 
f»ou are bound to register your shares under the British system. 

Q , — It seems to me that that can be got over by statute. 

A , — We can pass a law, but we cannot enforce it; no machinery can 
enforce it. A Bank of Bengal share certificate may pass through forty hands 
w'ithout ever being endorscnl. 

The President, Q.> — If the dividends be six-monthly, you can check it once 
in six months. 

.4. — The registered holder may cash the dividend warrant, and the actual 
holder may lose the inonc^". 

Q. — We understand that there is a ruling of the High Court that the 
registered holder is a trustee for the actual holder. 

A . — You do not know whom he pays. 

Sir Perea Thompson. — (\nikln't you make a transfer registrable within 

a certain period^ 

4. — You do not know when the transfer is executed. He executes a blank 
transfer without date. 

Q — You can forbid him to. 

4. — I do not see how you can catch him. Me may have received it blank 
ten years ago. ' ^ 

Q . — The transferee who is entitletl to the shares will be more careful if 
he finds that his ptirchase is going to be iiivalidattwl if it comes ouf that he 
agreed to the transfer three nionth.s before registration. 

-1. — Wo have no machinery by which we can check this. 

Q , — Can stock brokers be registered:' 

.4. — If tlie British system could bo introiluccd into India, then it would 
be all right. 

(>. — What do you mean by the British system P 

.4. — Suppose I want to sell ten shares in a certain company, I tell niy 
broker. Sir Charles wants to buy ten shares in this company, ho informs his 
broker. These two brokers get together and the ten shares aro bought. The 
buying broker must inform the 8e<'retary to the company that the shares 
have been bought by him on behalf of his client. The Secretary is.sue.s notice to 
the two brokers stating that he would make the transfer if he doc^s not 
receive au abjection ivithiii 30 days. 

— But before the settlement day comes I can go to ray broker and toll 
him to carry over these .shares and I w ill go on doing it settlement after settle- 
ment and will not execute a transfer for months. 

4. — As long as the transfer is not made, the Secretary is not notified to 
make the transfer. The negotiations are still pending l^tween you. Once 
you settle your negotiations and Sir Charles says : ‘ I am going to buy,’ the 
two brokers exchange notes and the buying broker informs the Secretary of 
the company. 

Q . — I do not think it is quite that. I sell the shares for a fixed sum, say 
£100, but I go to my broker and tell him that I have sold the shares for 
precisely £100, but I do not want to deliver them this time. He would carry 
them over for you. Similarly Sir Charles goes to his broker and h4iy8 that ha 
does not want to pay £100 this time. The shares thus pass hands several 
times, I do not execute the transfer, but the ownership of the shares passes 
several times before it gets into the hands of a third party. 

4. — ^These are transactions on margin. Unless yon wait for a margii^ 
there is no reason for waiting. 

Q. — I may be waiting for a dividend. 

A . — ^Then the transaction has not passed. 
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agree that the transaction is not complete. 

A , — ^The machinery does not come into action until your transaction is* 
complete. 

Q . — You can hang over the trunaaction for completion just as easily in 
England as the law allows you to do it in India. 

A, — Ko. The stamp duty does not become due until the transaction is 
completed and the machinery to alter the registration does not also come* 
into motion until the transaction is completed, whereas out here we may 
have a series of completed transactions where the scrip actually passes. 

O.— You lose duty because they are completed transactions; in England 
we lose duty because we can do without it. Each loses the same amount of 
duty. 

A. — I do not think they lose so much in actual transactions, unless in 
buying on margin. 

The. Prendent, Q. — Do you think it is practicable by legislation to iiitro^ 
duce the English system ? 

A. — We have always been advised * no.* It would create tremendous 
trouble amongst smaller stock-brokers. I have been told that it would upset 
the share market very much indeed. 

— Have you any notes on the subject at which we can look? 

A. — I rather think that my original notes were all burnt. I think there 
were some notes subsequent to that, I shall see if I can help you. 

Q , — With regard to import duties, customs, export duties, you think they 
should be central and you do not wish to press the case for export duties ? 

A. — do not wish to press the case for export duties. I take the same 
attitude as I did before the Meston Committee viz., that export duties may 
remain central but that account should be taken of the fact in the financial 
settlement that the taxable capacity of the province has been encroached upon 
to that extent. 

(f. — ^This would l>e an argument for a larger share of the income-tax 
rather than an argument for an increase for all. The way to increase the 
resources of an industrial province is to give the province a larger share of 
the income-tax. So that the existence of the jute industry would be an 
argument for giving the province a larger share of the income-tax. You 
have the three pie rate. 

A. — ^That rate will apply to all provinces. When you are making a 
general inquiry as regards resources of provinces, as Dr. Paranjpye has 
said, you will have also to consider how the provinces are taxed and if you 
take into account the export tax on jute and tea and the excise duty on 
cotton, the Committee may come to a decision that on this basis certain pro> 
vinces are already taxed sufficiently and certain other provinces are not. 
and your final settlement would be based on these considerations. 

Q. — I am going back to the axiom which is that whatever system is applied, 
it must be applied to all provinces equaly The only method to favour 
an iudustrial province is to increase the share of the income-tax or to give a 
share of the export duties. 

A. — Not necessarily a share of the export duties; because your final settle* 
ment may be to this effect. We have arrived at this figure which will be 
am>li^ to all provinces equally. As regards certain provinces the settlement 
will give them revenues sufficient to carry on. We recognise, that as regards 
aertoin other provinces, our settlement will not give them revenues sufficient 
to carry on ; but we have deliberatdy done tibis because theee other provinces 
have not taxed themselves up to the limit the first provinces have. 

Q. — The only way yon have got of weighting the scales to one province 
or class of provinces or another is by increasing or decreasing the factions* 
of a particular tax. 

A. — ^Yee; income-tax, super-tax, etc. 



<?. — Supposing one province has texed iteelf aeverely on exdae, tJbe incre^ 
in the general rate of exoiee will benefit that prorinoe to that idle finanoaal 
•ettlement can only oonaiat in adjuating the fraotioB. 

il.— Yee. 

^.-^Then yon would not give export dntiee to particular provinces but 
would take them into consideration in making the adJuatmentF 

.4. — ^Yee; personally I would not mind making any particular claim on 
particular duties. I think the question might be looked into further. 

— We find much dificulty with regard to the revenue from locally-made 
foreign spirit which really is not worth much. 

.4. — I have not been able to look into that. 

Q . — On account of the difficulties, the Finance Members were asked to 
lay down a formula which they did. But it does not really work well imd 
it looks os if it would be inuch better to have a uniform rate and divide 
according to consumption. Would you agree to thatP 

.4. — I would not object to it, 

Q . — With regard to opium and hemp drugs, they are working towards a 
inoiiopoh\ We give the Government of India a share in order to recoup it 
for what it loses on income-tax over the whole of India. Would you, in the 
case of opium and drugs, apply the principle of a basic rate? If it is a 
uniform rate, you would not mindP 

A. — No, I would not. The difficulty hiw been raised because of the fear 
of interference with provincial administration. But* if it is a basic rate 
that interference does not come in. If it is settled that of the •rate per 
gallon of spirit, a small proportion goes to the Government of India and the 
rest to the province, I see no difficulty. 

Q . — One province may be very slack in administration or adopt a strong 
temperance policy and it may be paying less than the other provinces. Suppose 
a province with a consumption of X gallons administers its affairs so that its 
consumption of licit liquor is reduced to X/2 and X/2 is illicit. 

.4. — ^Yesj then the Government of India would suffer. 

Q . — The other provinces would also suffer because they would still pay 
on the whole of the licit consumption. 

.4.— Yes, 

Dr. Paranjpye . Q. — If a province wants to hit other provinces, it will 
have to blind itself in both eyes in order to blind one eye of the other 
provinces. 

A. — Yes. The deterioration of the excise, say, starts about the 2nd or 
3rd yew and the whole financial settlement ends in 5 years. Then this 
would certainly be taken into account os against that province in arriving 
at the new settlement. The incidence of excise as a result of the difference 
in methods of administration is, no doubt, extraordinarily difficult. Pro- 
vinces which are allowing illicit consumption to take place would gain and 
the provinces that are enforcing the law would suffer. 

Sir Percy Thompson, Q . — With regard to income-tax P 

A. — Of course the case of income-tax is rather different. Madras always 
claims that they collect practically every rupee that is assessed, whereas we 
know that in Calcutta we have never done this and it is very difficult to do it. 

The Prendent. Q , — That claim relates to the days before the Central 
Administration. 

A, — They claim it now. 

Q , — A tax on country tobacco involves some difficulty. We are not able 
to get at any scheme for taxing acreage or for levying an excise, because 
there is an enormous and widespread cuHivation aud half the stuff is not 
manufactured at all and what is manufactured is manufactured as a cottage 
industry. 

A.— We in Bengal went into the question of a tax on tobacco two or three 
years ago and we could see no way of solving it. 

f2 


O. — ^Th© only way which soggest© itself to us is to sell the monopoly of 
rend over limited areas; have licensed traders^ exporters and vendors of 
manufactured tob^co and put an excise on cigarette. Then the cultivator 
will have to sell his crop over and above the limit of possession, either to the 
monopolist of his area or to the monopolist of some other area or a licensed 
trader or exporter. 

A , — But how could you prevent illicit buying? 

Q. — ^1^6 monopolist is interested to prevent that; he will get all the 
vendors in his area into his control. It is rather like the old liquor scheme. 
It used to work fairly well. 

A. — ^Yes; it might work. 

Q . — ^With regard to super-tax? 

A, — Super-tax stands on a different footing as far as Bengal and Bombay 
are concerned. The super-tax is more a matter of central management. It 
is good management or bad management that produces the income liable to 
super-tax and therefore, I think, that the industrial provinces will have rather 
a strong claim there. 

Q , — I thought you were going to say that the super-tax should go to the 
Government of India, 

A. — No. We rather claim a share of the super-tax. 

Sir Percy Thompmn. Q . — You mean the super-tax on companies? 

A.— Yes. 

The President, Q, — It is mainly a matter of the size of the company. 

A. — No; it is mainly a matter of good management of the company. I 
have instances in my iniiul of small companies with excellent management 
paying very heavy super-tax and very big companies paying no super-tax 
at all. Both are in Calcutta. 

Q, — I think you are coming to the Australian method of division which 
nves to the Central Government all the income-tax on companies and larger 
incomes and the provinces all the income-tax on smaller incomes. 

A. — No; it could not he that. 

Q , — Regarding death duties, I suppose they would be mainly provincial. 

A. — ^Yes. There may be a fixed division as between central and provincial. 

I am speaking of the division as between provinces. Supposing a 
man has property in two or three provinces and he dies. 

A, — That can be settled when the probate is taken out. 

Q, — Supposing a big Calcutta merchant dies in Allahabad and all his 
scrip is in his house there. Would that all go to the United Provinces? 

A.— I do not see how it could be avoided. 

Ihr, Paranjpye, Q, — Won’t it go to the provinces of domicile and not 
the actual place of death? 

— The probate will be taken out in the province of domicile. 

Sir Percy Thompson, Q , — In the case of income-tax, are you going to 
take domicile as the test or the location of the assets? 

A. — It is different in the case of death duties. 

Ihr, Paranjpye, Q , — In the case of immovables it may be location and in 
the case of movables it may go with the place of domicile. 

A. — am afraid I have not thought of that. I was thinking only of the 
immovable property and was under the impression that it would go to the 
place of location. 

Q.-*-<8upp08e the man has property worth 10 lakhs of rupe^, half of which 
is in Bihar and the other half in Calcutta. Now, death duty is generally pro- 
greasive. It it is on the whole estate of 10 lakhs it will be charged at the rate 
ol 10 per cent. But on 5 lakhs, say, it will be charged at 6 per cent. Now 
eatAi of the provinces in which the property is situated will take 6 per cent 
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of 5 lakh« and let the other 4 per cent on the whole ten lakho gd to the 
Centra] Government, 

A , — 1 do not eee that at all, 1 would hare fixed akaree, Aaannie the pn> 
bate is taken out in Calcutta. 

Q , — It may aa well be taken in Bihar, 

A . — But why should the Central Government come in and take 4 per 
cent? 

Q , — Because it is really the connecting link between the two provint^es. 

A , — I do not think the provinces will agree to that. 

Q , — ^The provinces will really have no claim for this higher rate at all. 
Each would be entitled only to its share. 

A. — No; when probate is t4ken out in Bengal they might demand inven- 
tory of the whole estate and charge at 10 per cent on the whole estate. 
Bihar might also do the same, ^ 

Q . — Let each of the provinces take its due with n^spi'ct to the pro|>erty 
situated in that particular province and give the extra rate to the Central 
Government. 

A. — Why should not the two proviiuvs combi tie and divide the loot? 

The President . Q. — With regard to stamp duties, we have been given a 
great deal of evidence that making them |>rovincial was a great mistake and 
that it would Ik» much botU‘r to keep them under central control. There ia 
a suggestion of central ii.xitig of rat€*s and of |>rovincial ndministration. 
Then how' about the division of pnwwds? • 

A . — This is a very difficult problem. By iniitual urnuigement* we give 
Rs. 45. (KK) annually to Assam on account of siafiip duties on docuiinenis 
executeil in Bengal but dealing with land situated in Assam. 

Sir Percy Thompson. Q . — What about cheque stamps? A hank which 
has its headquarters in Calcutta probably gets its stamps from Calcutta. 

A. — No priivince ha.s e,ver made a claim about that. 

The President. Q . — What sort of basi.s for division w’ould you make? 
Would you bring in the chartered accountant again? 

A, — You might whether the clu^que is iinpresvsed in Bengal and is used 

to pay a bill outside Bengal. 

Sir Percy Thompson. Q. — Supposing iliert^ is a transaction in Bihar and 
Orissa and it relates to Bihar and Orissa. The man may get the stamp any- 
where in India and the i»rotits are credited to the jirovince in whi(;h to buys 
the stamp. 

A. — How would it be possible to follow up these cheques, to find out 
whether a transaction was wholly within the province paid by a cheque 
stamped outside the province*? 

— ^Tho only thing you could do would bo to have an appropriated stamp 
for each province. 

A. — But that would not prevent my drawing a cheque in Calcutta and 
paying my grocer in Patna. 

Q. — ^The transaction in respect of which you pay that stamp duty takes 
place in Calcutta^ at the bank. 1 do not think there is anything unfair in 
that. Supposing however, 1 sell laud in Calcutta and execute the transfer 
deed in Patna. I happen to buy the stamp paper in Patna. It is rather 
unfair that Calcutta should lose that duty. 

.4. — ^That may lie as regards cheques. As regards transactions I do not 
think it would amount to anything very much so as to need a separate 
enquiry. 

The President. Q . — What about transactions in shares? 

A . — ^That is different. Bay 1 am dealing with the Calcutta Stock Ex* 
change. How can I divide my transaction with Bombay? 

Q, — ^Do yon derive a consideralde amount of revenue in this way firottt 
other provinces? 
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^ do not kMw. Esoepting in the big commercinl dties^ the treatao- 
tlons elsewhere are all of little account. Probably both Bengal and Bombay 
could prove that. 

Q, — Are there transactions in shares in the rest of India P 

A. — ^Not to any great extent. 

Q . — ^In Assam? 

A. — ^Tbere are very few transactions in shares of Assam tea estates. They 
are all held tight. Very few come to the market. 

Q . — ^In Assam there are no transactions just now. But a certain amount 
of money is involved and just as in the case of cotton duty you would take 
that into consideration in making a settlement. 

A. — Yes. # 

Q . — Do you agree that rates of court-fees should be by the Central 

Government P We find for instance that in Bihar and Oriasa a big suit is 
being filcMl in Allahabad because of the higher court-fees in the former 
province. 

A. — ^This can only be when the subject of the suit lies in both provinces. 
I do not see why this should be forbidden. If one has got property in the 
United Provinces he is entitled to file a suit there and I do not see why such a 
detail like that should ne<*e8sitnte c^entral fixation of court-fees. 

Q . — In some provinces there are great difficulties in raising the registra- 
tion fees. 

A. — If they want toi raise the tax in some other way, why not let them? 

Q , — there are taxes on transactions such as bills of entry. There is a 
court fee stamp for a bill of entry filed before a Customs Officer. It should 
belong to the Government of India. 

A. — I would quite agree if the Government of India would agree to pay 
their share of what local Governments pay in the shape of police, sanitation, 
and medteal relief as a consequence of a major port being situated in the 
province. 

Q . — Do they not pay for the port police P 

A. — Only for a small portion of the police necessitated by the existence of 
the port. 

jp. — Have you a tax on transfers of immovable property? 

A, — ^We have it for the Calcutta Improvement Trust. The Trust depends 
partly upon Uiis tax. It is on transfers in Calcutta and Howrah. 

Q . — How do you enforce payment? 

A . — ^The registration offices collect it. 

p. — It is suggested that the entertainments tax should remain provincial, 
but that the local bodies should have a share as they have a go^ deal of 
expense to meet in connection with entertainments. 

A. — I do not see how local bodies incur any expenses in this connection. 

Q . — What about the roads to the race-course? 

A, — These are kept up by the province, not by the Corporation. The 
maidan is outside the Calcutta Corporation. 

Q. — Lighting? 

A. — ^The Government of Bengal pay for lighting these roads. 

p. — ^For lighting outside cinemas? 

A, — The cinema pays for the lighting. There is no extra lighting by local 
bodies on account of that. 

pv. Paranjpye, Q , — In fire-engines and things of that sort the local 
bodies are put to certain expenditure. 

The President, — ^You object to sharing. 

A. — Personally my own opinion is that we made a had blunder in putting 
on an entertainment tax at all apart from the tax on betting. 

Dr. Paranipye, Q , — In Bombay we get about 16 lakhs. 
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A. — In Bengal we get about five lakhs only from the entertainments tax 
as apart from the betting tax. 

Q . — There is great pressure for the tiitriKlaction of it elseivhere. 

A . — It is not worth it. We have another tux from which we get 2*2 to 2/ 
lakhs, i.f.y the tax on betting. 

Q . — Is that satisfactory P 

A . — Satisfactory from our point of view, but not fri>in the i>i>int of view 
of the Calcutta Turf Club. 

The Presiderit. Q , — Has it rodiuHHl lietting vtu-y iniichP 

.4. — It has rcnhiced Inciting in that it has lowered the standard of Iwttors. 
Many people who used to resort to the first enclosure now go to the second 
enclosure and from the MH‘ond enclosure to the third enclosure. In that way 
it has reduced betting. 

Q . — As regard.^ the circumsianct^s and property tax we hear the (omvduint 
that local bodies cannot got the details of incomes as assessed for purposes 
of income-tax. What is suggested is that the iucHime-tax people should 
supply lists of incomes of assessees. 

*4. — To a ('ertain extent tViat would be giving away coni'uleniial information 
the sacredness of which is strongly insisted on in the Income-tax Department, 

Q . — Can you tell us something about the taxers on which your luiprove- 
ment Tru.st depends, any KptH^ial taxe.sP 

i - W V' Imve n terminal tax on the passengers coi^iing into Calcutta, f 
could give you a Ii.st from the Act.^ In respet^t of transac'tions in property 
in How^rah and Calcutta wo collect one per cent. * 

Q . — Nothing in the sha[K* of hetteriueiit tax? 

,4. — Yes, we have what we call an exemption ft!>e. If a man wants exemp- 
tion, we charge him a certain rate on the lands that he wants to exempt 
from acquisition. A man may come forward and say * my land h not inter- 
fering with your alignment * or * I am prepareil to give this piece instead of 
that.* His ensi is taken into consideration by a committee of the Trust and 
they may or may not decide to exempt those lands. If they agree to exempt, 
they may or may not decide to erharge an exeitii>tioii ft»e. Then comes the 
second stage. Where exemption is not allowed and where the owner of the 
original land holds a certain t>creentiige of the land as finally settled, after 
enquiry he may ask to he allowing preemption in preference to all others at 
rates to he fixed between him and the Trust. 

Q, — You always proceed by w'ay of acquisition. 

A. — Yes. Unless you acxiuiro by land acquisition you cannot get a clear 
title. 

The Maharajadkiraja Bahadur of Burdwan. Q . — You very often acquire 
sites and sell them to the highest bidder for new houses. 

A. — ^Yes. At the present moment we have got 90 lakhs worth of land for 
sale. 

The President. Q . — Your operations are all in areas built on? 

A. — Oh, no. 

Q , — ^Where you open new lands do you charge betterment tax ? 

A. — In the South Park Street scheme it is all ot>en land. There we do 
not ordinarily charge a betterment tax, but we sell the land to the highest 
bidder. 

Dr. Paranjpye. Q . — ^That would mean a lot of people being turned ottt 
of their lands. 

A. — Yes. But if the original owner shows a good case he gets exemption. 

— After paying betterment tax he can keep the land? 

A. — ^If he shows a good case we allow this. 

* See section 82, 83 and 84 of the Calcutta Improvement Act (Bengal 
Act V of 1911), 
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Mr. C. ADDAMS-WILLIAMS, CJ.E., M.L.C., Secretary to the Gov- 
ernment of Bengal, Irrigation Department, wa« examined. 

t 

g. Written memorandum of Mr, Addams-Williams, 

In view of the fa<‘t that both water rates and tolls have been raised 
rweiitly on all canals in this province 1 cannot recommend any further 
increases on open canals at the present time : water rates have been raised 
50 per cent and tolls between 40 and 1(K' per cent. 

The reply I would j 2 :ive to question No. 13 is that the canals should be ad- 
minist<^red on ii coinrnercial basis, that is to say, they should pay all expenses 
includinj^i: interest charges plus a small margin or profit. 

Q, 15 . — The charge for water supplied from the Bengal canals can pro- 
bably be raised in the future : for many years Governinent have not charged 
rates which were commensurate with the benefits derived. The charge on 
ihe Midna[>ore canal can probably be increased still further, but I do not 
adv<K^ate an enhancement now until the present rates have been in force for 
at least 7 years, the term for long leases, so as to give evejTrone the benefit 
of renewal of leases under present rates. On the Eden canal it would probably 
not bo advisable to raise the rates again for some years because the supply 
is precarious : if the proposed Damodar canal is made this canal will provide 
an assured supply to the Eden canal and rates can be considerably raised. 
The principle in force has been to ascertain by crop experiments the value of 
canal water to the cultivator and to take a portion of the benefit in the 
form of a water rate, though no proportion has actually been fixed ; the 
case has been tested by actual enhancements to see whether the people could 
pay more or not : there has been a little trouble on the Midnapore canal 
due to the rec^ent enhancement and cultivators withheld from renewing 
lapsed leases, but are now renewing. On the Eden canal there has been no 
trouble. I would advocate the rates being fixed so as to give a fair com- 
mercial profit, but it seems improbable on the Midnapore canal that this 
can^ be done, as the area which can be irrigated is limited by the supply 
available : it is probably not possible in Bengal to charge an owners’ rate 
because of the permanent settlement. 

^ Q, ifJ.—I think the State should take a portion of the increase, where 
this is not barred by the permanent settlement, in the form of a betterment 
tax. 

Q* J7.— “In areas in which the permanent settlement is in force it would 
appear that Government cannot charge the xamindar ; we deal direct with 
the cultivator only. 



Q, 111 , — 1 do not ad%'Ocat« the abolishment of tolls: considerable expendi- 
ture is incurred on the maintenance of navigable routes in this province ana 
the Local Government cannot afford to throw these routes open to free naviga- 
tion : the tolls imposed do not restrict navigation which is evidenced by the fact 
that since they were increased traHic has also increased. No limit can be fixed 
for the distance between toll-gates in this province : they are located to com- 
mand certain reaches and the tolls are calculated on the mileage of those 
reaches. 


Mr. Addams-Willuims gave oral evidence as follows t-- 

The President. Q . — think you only deal witli two subjects, water-rates 
and tolls on navigation? 

A, — Yes, Sir. 

Dr. Hyder. Q . — Gould yem tell us the main features of your system 
of charging for water in canals P ^ 

A. — Water rate is collected directly from the cultivator on actual measure- 
ments of his lands and is imposed at a rate per acre. We keep our own 
staff for making the measurements and collections. 

Q. — Does the rate vary according to the crop? 

A. — Most of our irrigation in Bengal is for paddy cultivation and there 
is very little rabi. The rahi cultivation is so small that it can he left out 
of account. 

Q . — Do you enter into contracts with the cultivators for a term of years? 

A. — Yes, we enter as a rule into 7 years leases; some leases are for 5 years 
and some are for 3. The short term lease is generally given in order to 
equalise the area lapsing each year. We vary the term of the lease in order 
to equalise the area lapsing each year. 

Q, — I now come to your note. You say in reply to question No. 13, that 
the canals sliould be administered on a commercial basis, that is to say, 
they should pay all expenses including interest charges plu» a small margin 
of profit. You cannot give any numerical value for the small margin of 
profit. 

A. — I mean a small perwiiiage, say, up to 5 per cent. 

Q, — How many canals have you in Bengal? 

A. — We have only two canals, the Eden canal and the Midnapore Canal. 

Q . — And one more is under construction? 

A. — No, one is projected, the Damodar canal. 

Q. — I do not understand why it is not possible in Bengal to charge the 
owner^s rate because of the permanent settlement. Government made 
f>erinanent settlement with the aainiiidars in respect of land revenue, hut 
the Government did not settle permanently with respect to any benefits 
that it might confer through its activity after the permanent settlement 
Why should not Government charge* the owner for water? 

A. — ^This is a point on which, 1 am afraid, 1 cannot give you any reliable 
evidence. I am not well up in the subject. 1 always understood the peniia> 
nent settlement did stand in the way. But 1 cannot give you the exact 
reasons. 

Q . — ^The point I wish to put before you is this. When you oonstruci 
a canal you make the area secure. Is not the aamindar, although he has 
settled his lands permanently, entitled to raise his rent? 

A, — ^Not that I am aware of. I won’t say he does not, but 1 am not 
aware of it. 

Q . — ^To whom does the benefit goF 

A. — think it goes entirely to the cultivator. 



The Maharaiadhiraia Bahadur of Burdwan. Q , — think I can clear 
Dr, Hyder*e point. You do not debar a zamindar from taking the water from 
you for his khas lands P 

4.— No. 

(f . — What I mean to say is that in these areas if a aamindar wants watsTi 
he has to pay for it. He does not get the abater as a matter of right becaose 
he happens to have a permanent settlement. 

ii.— No. 

Hr. Paranjpye. Q.— <}ould not Government charge a monopoly price P 

A, — I do not think it is advisable in this Province where we charge an 
acreage rate. 

Q . — In the case of permanent settlement, do yon think the Oovemment 
will be jnstifted in charging a monopoly price? 

A . — I do not think so. At any rate I would not alter the present gystem. 

Q, — Is there much demand for water from your canals? 

A. — ^Undoubtedly there is. 

Q. — Have you increased the rates to the full estent which the cultivator 
will pay? 

A. — We are testing this by raising all the rates. We have iust raised 
the rates. 

Q , — Even then theee is demand for water? 

A. — TJiere was a little set back last year, I do not know exactly the reasons 
for it, most probably it was due partly to political reasons, but I am not 
q\iite sure what it was due to. In any case the cultivators have begun to 
come in this year, W'e made up a good deal of leeway last year on the 
Midnapore canal. In the Eden canal where the rates were raised by 50 
per cent, we are actually irrigating a greater area. 

Q , — As long as you find your irrigation income does not go down, do 
you think you are entitled to raise it to the pitch of the maximum return P 

A. — No, we cannot do that. At least here in Bengal I would not go so 
far. I would raise the rates slowly. 

Hr. Jlyder, Q , — Applying this test, do your canals pay? 

A.— No. 

Q , — Are they subsidised? 

A. — They are not subsidised; they do not pay interest charges. As a 
whole they are not profitable. 

The President. Q , — ^Does not that mean that the general taxpayer is 
paying for the benefit of a particular class of people? 

A, —Yes. 

Q . — So long as that condition contiiiue.s, you must try to get as much as 
you can from your canals? 

A. — Yes, that is exactly w^hat we are trying to do. I think we have been 
much too slow in raising the rates in the past. 

7>r. Hyder. Q . — Is the competition only from rainfall? 

A. — Yes, hut tlien 6/7ths of the area is alwaj’s under lease and the 
cultivators are bound to pay in any ease w^hether they mature their crops 
by canal water or rain water, 

TAc President. Q . — This supply of water yields both an annual benefit 
and also a permanent benefit to the zamindar, I mean, temporary benefit 
to the cultivator and the permanent benefit to the zamindar. 

A. — I am not quite sure how it benefits the zamindar permanently, but 
it certainly benefits the cultivator. 

You cannot say whether the permanent saleable value of the land 
is increased and thus ^nefits the zamindar P 

A, — ^I do not know that. 
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Sir Percy Thompson, Q, — If you charge the luaximuiu rate* the tenant# 
could pay, it a ill not increaee the value of the land P 

A, So. So far as we are coiu'erued we have not reached that stage 
as yet. 

The President, Q , — You say that you do not advocate an enhancement 
now until the present rates have been in force for at least 7 years, tlie 
term for long leases, so as to give everyone the Wiiefit of renewal of 
leases under present rates. I do not quite understand what vou mean by 
this : 

— We raised tlie rates only two years ago and as ono-seventh of the 
area lapses each .year, 1 should like to keep the present ratis so that everyone 
will have a chance of coming in under them. 

Q , — So that you would not be able to enhance again for another 7 yearsP 

— Yes, for 7 years from the date of the new rates. If rates were raised 
in 1924} it would not be advisable to enhance them again until 1931. 

Q - — Would you reconsider the rates periodically P 

*4. — think this ought to l»e considered periodicalhv with reference to tlie 
price ol tlie produce and the cost of maintenance of the canals. 

The Han' hie Sardtir Jogendra Singh. V- — 1^<^ <‘harge crop rates P 

A, — No, this is an acreage rate for a particular crop. For paddy a 
certain rate is paid and for rabi another rate is paid. 

— For ordinary rice, how many acres you can irrigate P 

A. — The duty varies enormously, but generally we work up to 12<Tacros per 
cusec. Sometiiiies it is little more and sotimtimeK a little less, hut it depends 
upon tljo rainfall. 

Q . — \\ lieu do yon generally have a great demand for water? 

A. — ^There is a great demand in July and August for transplantation} but 
the l>ig rush comes in October when the monsoon is receding, for paddy culti- 
vation. Sometimes the demand is small in July and August. 

Vr. Hyder. Q , — Why there is so much rush in October P 

A. — Because that is the time the grain is forming ivhen it must have 
sufficient water. 

The Hon-ble Sardar Jogendra Singh. Q . — Does it at any time happen 
that aater is not required at allP 

A. — Occasionally it happens, hut we have never had to close our canals 
on that account. Generally in July and August and in October there is 
always a demand for water. Occasionally there may not be need for water 
in July and August. 

Q, — How many cusees can your irrigation works carry? 

A. — The Midnapore canal was designed for 1,000 causecs and the fiden 
canal for 600. 

The President. Q . — You say the area is limited ; was it originally 
started as a famine w'ork? 

A. — The Midnapore canal was originally started by the East India Com- 
pany. In. those days they had extraordinary ideas as to how much could bo 
irrigated with a given supply. They took duties up to 220 acres per cusec 
whereas in dry years we only work to about 80. 

The yiaharajadhiraja Bahadur of Burdwan. Q, — Can you explain to u» 
what is the actual system of tolls here? We have, for instance} these canals 
that go out of Calcutta on which you have a very large boat traffic and you 
charge tollage. 

A . — You mean the system of mea.sureraent. It is done as follows. Every 
boat is measured as it passes the toll offi^. The water line length, the 
greatest breadth and the submerged depth is taken. Th€>se three items are 
multiplied together and one-half is taken and the result gives the maundap 
we charge for. In some cases an empty boat is charged only at half the 
rate. 
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The President, Q , — Does the charge also apply to river navigation? 

A. — There is only one case where there is a river toll and that is on 
steamers and flats passing through the Sunderbans. They are charged at a 
rate per vessel per trip. It is a very moderate rate; it is only ten rupees 
per vessel per trip. In the case of the Madaripur Bhil there is a large 
amount of steamer traffic but we make no actual measurements. We charge 
a rate on the cargo carricwl as shown in the ship\ manifest and we also 
charge on the tonnage of the steamer. Assam traffic pays more than the 
Cachar, while local traffic pays the most. There is another alternative route 
te the south. The benefit the steamer companies receive is the shortening 
of the distance by 115 miles. We really charge proportionately to the amount 
of distance saved. 

Q. — There is no charge on the Hooghly river. 

A.— No. 

Q. — C'Ould you not make it an annual charge? The plan would be to regis- 
ter the boat oik'O a year and give a license for plying the whole year. 

^4. — hnve not gone into the question. The present system works 
very well indeed. The cost of collection is very small and the toll 
folleciorH who must be retained for measuring boats also collect the mani- 
fests. 

Q . — Why is it necessary to collect manifests? 

A. — We assess on the <^argo shown in the manifests and the companies 
pay monfhlj’. 

Q , — In sea-goting traffic there are tw’o classes of tax, one for the benefit 
of thw mariner on the ship and the other is for the convenience afforded for 
the passengers and goods. The proper way would l)e to tax the tonnage 
of the ship. 

.4. — It could 1)0 done. ,It does not make much difference which ^ way you 
assess. 

Q , — What I am driving at is, is it necessary to go into the question of 
what they carry ? 

A. — Well, we have to keep certain statistics for water borne traffic. 

Q . — Your statistics for river-borne trade are similar to the railway-borne 
trade; the latter has been aboli.shed. Do you think there is any use for 
your statistics? 

4. — I cannot say what use they serve, but we send in these statistics to 
the higher authorities. Sometimes thej^ are useful ; for instance, in financ- 
ing the Howrah bridge, the statistics have served a useful purpose. 

Q . — Yon have never considered the question of simply registering the 
boats and charging them every year. 

A . — We have not considered this question. Our present system is so 
simple that you cannot have a .simpler system than we have now. 

Sir Percy Thompson, Q. — I think yours is the fairer system, to charge 
on the cargo carried. 

.4. — I think it is. The man who actually benefits is the consignee and 
he pays for it. 

The President . <J). — Do you earmark the funds realised from tolls? 

.4.J — No, they go to the general revenues. 

Q* keep any account to know whether the Government makies 

any profit or not ? 

^ A, les. We have revenue reports. We have just passed through a very 
i>ad year of trade depression, but matters are improving and in our biggest 
steamer channel, I think, without raising the toll when the trade comes 
hack fully, we will be able to pay the interest charges. 

Sir Percy Thompson, Q, Are there navigation tolls on any of the canals 
you mentioned? ^ 
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A.-— Yes; in the case of the Midnapore canal which is chiefly used for 
irrigation, navigation tolls are also levied. I think there will be two ohannela 
that will prove productive before long. Now we have raised the toll on the 
M^aripur Bhil, it will perhaps prove productive, and the other is the 
Hijili canal. But I do not think, there is any chance of the Midnapore 
canal proving productive. I think the two I have mentioned will be pro- 
ductive. In the case of the Midnapore canal we have very severe competi- 
tion from the Bengal Nagpur Railway. 

The Maharajadhiraja Bahadur of Burdwan. Q , — ^Why was the toll which 
you were levying on the Nadia rivers given upP 

.4. — Because we found we were losing heavily on account of railways having 
been opened on both banks of the river. 

The President, Q . — Did you start to charge tolls on river traffic? 

.4. — We were charging tolls for many years on the Nadia rivers; the 
railway extensions on both banks of the river practically took up all traffic 
and we therefore abolished the toll. We spend a good deal of money in 
maintaining the rivers. 


Mr. H. C. LIDDELL, I.C S., M.L.C., Secretary to the Government of 
Bengal, Judicial Department, was next^ examined. 

Written memorandum of Mr, Liddell, ^ 

Q, Stamp duties deal with instruments and not with the transactions 
leading \ip to the bargains. A vendor may convey property without executing 
any instrument and in such cases he pays no stamp duty. Stamp duty is 
realised by the Crown only in certain cases where the party elects to effect a 
transaction by means of an instrument : it is thus merely a means of collecting 
taxes on certain transactions when these transactions are carried out in a 
particular way. 

There seems to be no uniform principle in deciding the basis on which 
duty should be levied. A deed conferring authority to adopt is chargeable 
w'ith 10 per cent duty though the authority may never be acted upon. In 
1899 an instrument recording adoption whs made liable to a like duty on the 
ground that very valuable rights w'ere often conveyed. If the transfer of 
valuable rights is to be the reason for a stamp duty the amount of duty 
might be made to vary with the value of the rights and transfers by regis- 
tered deed might w ith advantage he made coinpulsoiy. If the value of the 
rights which pass by the transaction be the criterion for duty, transfers of 
securities by endorsement seem equally dutiable. 

A gift is liable to 1 per cent duty like a conveyance, calculated on the 
value * as set forth in the instrument’. There seems little reason why a 
person paying the full market value for some property should have to pay 
the same in duty as a person who is getting similar property for nothing. 

A gift pays 1 per cent, a settlement pays 4 per cent, transfer bv delivery 
pays nothing : revocation of a settlement or trust pays a fixed fee. It is 
not easy to find any logical reason for the assessment of different scales in 
such cases. 

The levy of duty on * the value as set forth in the instrument * tends to 
benefit the dishonest. 

Stamp duties are a form of automatic taxation applied by people to their 
own transactions: the law requires therefore to be fully stated and clearly 
stated since it is the people themselves who interpret it. It does not help 
matters when it is found that the definitions differ from ordinary usage (e.p., 
definition of Bill of Exchange). 

Where the value of the property which passes becomes a standard for 
assessing duty in some cases and seems a perfectly equitable basii of asseas- 
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Ment^ a Aimtlar standard be applied to cheques or to receipt stamps 

or to both. 

The exemption from duty of renewals of debentures and or renewal of 
insurances seems unnecessary : duty on such renewals has the same justifica- 
tion as on the original transaction. 

Q. H9 , — ^The suggestion that stamps collected on judicial proceedings should 
he limited to the amount required to pay the costs of the courts would be 
found unworkable in practice and it would be impossible to frame any equi- 
table or uniform system of assessment. It would result in a system of pay^ 
ment for work done which would only result in nn uncertainty which would 
be fatal. Any such system must result in embarrassing surplu^s and em- 
barrassing deficits : the amoxint of litigation is always fluctuating and the 
numlier of courts needed to deal with it is constantly varying. On how many 
years experience would an average be struck? An alteration in the law may 
reduce the work of the coiirts : another alteration may increase them. Cer- 
tain cases tried in certain courts give rise to no appeal similar cases tried in 
other courts admit of an appeal; the cost of maintaining a court of appeal 
should not on this principle he debited against those cases which cannot reach 
a cotirt of appeal. Any fluctuation in the rate of fees would make adjust- 
ments a matter of great difficulty and lack of uniformity. A obtains a 
remedy against R for which he has paid at a certain rate then prevalent : oi^ 
appc^al the order is reversed and is j>aid for at a different rate theii* 
prevalent : if the old rate is made applicable to cases instituted while 
it was prevalent therj is the anomaly of similar cases paying at different 
rates for the same remedy : if the rate which will eventually be charged is not 
known iiftidvance there will be intolerable uncertainty. 

It seems neither possible nor desirable to isolate Courts of Justice; these 
are only a part of the State-system. The State may and does draw the distinc- 
tion between civil wrongs and crimes at whatever point it cares to determine, 
i«a%ung private parties to seek their own remedy in some cases and prescrib- 
ing jail and fine (or worse) for other oases of a similar kind (not always more 
aevero or serious, c.g., adultery and defamation in India). The whole moral 
effect of jails and police lies, however, behind a great part if not the whole of 
Civil Law. Anything which hdds to security or to the sense of security helps 
the cause of justice. The same may be said of education and religion. Where 
•uch assist materially though indirectly in the administration of justice 
their costs also might legitimately be charged in part to the cost of justice. 
Conversely the punishment of offenders and the victory of right over might 
may have an effect in other spheres of the social life. It is not humanly 
possible to decide how the cost of the courts ought to be distributed. 

Resort to the law ought not in India to be taken as equivalent to ability 
to pay; there is probably more champerty afoot in India than comes to 
light. There can, however, l>e no doubt that resort to the law is in many 
leases inspired not by any grievance real or imagined but by mere feelings of 
personal animosity. With some, litigation is a hobby. With others it gives 
scope for the working of an inborn gambling instinct. With others it takes 
the place of sport. Perhaps in the majority of cases and certainly in the 
great majority of execution cases one feels that a plaintiff who has a good 
case is faced by an antagonist whose only dasire is to raise all sorts of obstacles 
to hinder or defeat a just claim. In such cases it seems legitinwite to tax 
(and to tax heavily) the party who eventually Has to pay for what is really 
a form of malicious pleasure. 

Q. 90. — Stamp^ duties on deeds of disposal or transfer of property cannot ^ 
be legitimately said to be levied in restraint of trade. Where a person makes 
A transfer of property in such form he or the transferee and possibly both 
have many other considerations in view, e.p., certainty of title or of subject 
matter, seourity, convenience, avoidance of journeys to take delivery, avoid- 
ance of future trouble, etc. For such objects as for insurance people do not 

^ should pay. It is open to them in petty cases (under 

Ks. ICXl) to transfer otherwise in which case no stamp duty would be payable* 

To say i*bat such duties are levied in restraint of other forms of personal 
social utdity is to lay a ebMrge wMch nd^t be laid against any form of 



459 


•expenditure and against every tax even of tl«e most laudable and equitable 
kind. It seems a particularly baseless change against stamp duties on deeds 
of transfer where very substantial additional advantages are gained by the 
^execution of a deed. 

Q. 1S7 , — Duties op inheritance and succ*e6sion in the form of an estate duty 
are in my opinion among the fairest and most equitable of all forms of taxoi* 
tion : it seems but a small return or repayment to the State for the security 
under which alone the property could have been (hither amassed or retained 
and enjoyed : it is levied on property which since it still subsists at his deatJl 
Tvas not a necessity to its owner and to which no on© else hivs other than a 
moral claim and it is levied at a time when the real owner is not aflfected by 
the payment. 

Q. l^S , — The proper basis of assessment in such coses seiuns to be the siaa 
of the estate left. We seem in such cases to be concerned only with the do- 
ot>a8ecl, his estate and the State. The sise of his family, the number of his 
relations and the degree of relationship or family affection seem absolutely 
immaterial. A has amassed certain wealth for which he had no need and 
which he did not give away : he might have dissipated the whole of it (I leave 
aside the case of an entailed estate) : no one before his death had any valid 
claim to any part of it : the State’s claim arises at the moment of death 
before any one else gets the property and there seems no reason why the 
amount which the State claims should be affected by anything else than the 
amount left. 

To graduate the tax on the degree of relationshiif with the testator may 
be to ignore and perhaps defeat the intentions of the person who Ivid the best 
means of knowledge. Such a ground for graduation seems to have no logical 
basis other than the proverb ^ Blood is thicker than water ’ ; it rests on an 
gumption of family affection which is often sadly belied by the facts of real 
life : and such a basis might equally well be used to justify the payment of a 
higher rate of duty by a near relative. It is not for the State to say “A is a 
grandson and should get it cheaper than B who is only a sister ” for in sucli a 
<;a8e the State is not in a position to pass an opinion on the merits of the case 
and is just as likely to do injustice as the reverse. In case of succession some 
such difference in scale might perhaps be justified on broad grounds but it is 
bound to be arbitrary and no two nations seem able to agree as to how the 
scales should be arranged. 

To levy according to the amount inherited by each heir only goes to suggest 
that certain amounts should pay nothing at all. The number of heirs or tho 
amount inherited by each seem to be irrelevant in the case of an estate whether 
testate or intestate. Each heir is getting something for nothing and it Is iiu 
hardship that all should pay at similar rates ; by levying on the estate left by 
the deceased at a rate which may legitimately vary with the amount of the 
estate and dividing the balance among the heirs or successors according to the 
will or the law of succession, inequality is reduced to a minimum and the wishes 
of the deceased will be best respected. 

In India there arc complications due to the personal law as may be seen in 
the case of Musalmans who may only will away one third of their property and 
whose estate is divided among certain specified heirs in specific shares. The 
system of^levying on the estate and graduating according to the size of the 
estate seems the only system apportionate to India. 

Q, 189, — (t) It seems difficult to lay down that taxes on inheritance shouVti 
be unchanging. If the State finds that it does not require the taxes it has no 
justification for levying taxes. If it can remit taxes in part it ought to lio 
so. In the case of inheritance and succession duties, in most cases, nobody is 
very prejudicially affected for every one stands to get more than they are 
really entitled to. Where, however, the State does require the taxes, on what 
principle should it levy P This seems really to depend on the reasons, which 
^ke the taxation necessary and on whether the costs should be borne in the 
immediate future or may be spread over the generations to come. No ver/ 
definite answer can be given on general lines. I do however agree with 
the proposition as stated. 
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(ii) lhi« proposition is laid down with embarrassing vagueness of expres- 
sion, such that I am unable to discuss it. 

(Hi) The solution suggested seems to l>e the l)est under ordinary circum- 
stances, hut even as expressed it indicates one condition of success, for it refera 
to a Federation where the States which join the federation may have 
different rights and may abandon or retain their rights when th^ join the 
Federation. It ina\ not ])ossible or practicable in all cases to levy duties 
on Federal lines. There seem to be some such difliciilties in India where 
different nations have different personal laws and where even Hindus may 
belong to different schools with different laws of succession. In appljdng such 
a proposition to India very difficult political questions at once arise. A differ- 
ence in the laws of devolution of property may result in one province getting 
little profit out of such a tax owing to difficulties in assessment of the estate 
which passed or in collection of the duty. It seems that in the absence of 
what one may call an all-India spirit one province may object to be taxed on 
an all-India rate because of the ncK^ds or difficulties of some other province. 

facie it would seem that inheritance and succession duties should be 
dealt with on lines analogous to income-tax but it is possible to draw many 
'lifferontjes. The Coininittoe which recently considered this question here in 
Ilengal were agreed that the rates or scale should be provincial and open to 
alteration by the province. This may seem to he prompted by provincial 
politics or inter-provincial rivalry and to involve difficulties in practice 
coiinect-^d with assessment of li businass extending to different provinces but 
it set^ras likely that theVeight of argument is in its favour in view of the great 
differenc%||i 8 between the different provinces both in law and in prevalent 
conditi ms. 

Q, 140, — I can suggest no scale as one which is privid facie applicable to 
Indian conditi ons. 

Q. 141 • — The joint family system raises many difficult questions — specially 
under the Mitakshara law. There is here no ‘ succession ’ projoerly so called 
but survivorship. The survivors benefit by the death to the extent of the 
share of the estate to n hich the deceased would immediately before his death 
have been entitled on partition. This seems to he a workable basis on which 
to levy an estate duty. It would however be difficult to apply this to all 
cases to which theoretically it should apply. Rights are acquired by birth 
into the family and every death enlarges th ' beneficial interest of the survi- 
vors even where the death is that of an infant or child. The death of a young 
child or infant may have a greater effect in increasing the shares of survivors 
than the death at the same moment of an adult : hut the infant’s death is 
likely to escape the notice of all but its immediate relatives. Unless registra- 
tion of deaths is compulsory, many cases where property passes by survivor- 
shii) will never come to light. One result of this seems likely to be that 
one school (c.f/., Dayahhag) may feel that their system of law involves heavier 
taxation than the other. To tax the estate on the death of the ‘ harta ’ would 
in imist instances work harshly. There seems to be a tendency for the oldest 
male member to liecome the ‘ karia ’ and though it would be easier to know 
when the ‘ karta ’ dies and to levy duty accordingly, such deaths naturally tend 
tA^ follow each other more frequently than where the son succeeds the father. 
To avoid the duty by appointing younger * kartas ’ would be disastrous alike 
)o the property and to the joint family system. It seems doubtffil whether 
there is sufficient mortality experience to eni\ble an equitable scheme of taxa-* 
Son on the death of the * karta ’ possible. 

A 11^ annual or periodical levy seems unjustifiable where other equitable 
assessment is feasible. 

(>. 14jS , — This proposition seems quite tenable. 

Q* — ^The difficulty described as ‘ unanswerable in the case of small pro- 
/rietors ’ would hardly he peculiar to India but it does not seem to he stated 
vith accuracy so far as India is concerned. The death of the ^head of the 
family ’ has not the importance in the Miiakshara school than it has in the 
Dayahhag after the family has been joint for one or two generations. The 
^ head of the family ’ need not be an earning member at all and he may be 



the reverse : in many aamjndnri families even in Bengal the * head of the' 
family * may be the only male member who does no real work, the sons being: 
in business or service and the rents of the ancestral property accruing in the 
absence of the ‘ head of the family * through the activities of an agent : it does 
not require an ‘ earning member ’ as the ‘ head of the family * in order to 
* make the property pay ’ in all cases. In the case of a divided family with 
young sons there may be hardship but I can find nothing which would indi 
cate hardship in the case 6f a * small proprietor ’ with grown-up sons earning 
g:)od money. 

Further the share of the * head of the family ’ which pa^es on death and 
on which duty might be levied is not necessarily all that the family has ; no’* 
is it the solo occasion on which duty would be levied. 

The argument s€>ems misleading in its general form. It does not even state 
whether the suggested minimum of Bs. 5«(XX) means the gross or the net value* 
of the estate. 

Q, 144- — Payment might be made a charge on the estate payable by the 
‘ Karta ’ of the family or by any ])erson or persons jointly and severally to' 
whom the interest of the deceased passes or accrues. 

No inheritance or succession should be recognised w'ithout a grant from a 
competent court of probate, letters of administration or succession certi- 
ficate. It seems to be possible to enforce this in the case of landed property on 
which cesses have to be paid — the Collector moving the court in the case of 
tho death of a registered proprietor to call upon the he^jr or successors to take 
out Letters of Administration and provision being made to penalise delay 
or evasion by the levy of duty at an enhanced rate or by the levy^f a daily 
or monthly fine. 

Stocks and shares and bank deposits and accounts seem capable of being 
reached to some extent at least. 

In the case of other movables the difficulty would be no greater than is 
at present experienced in the case of api)lications for probates, etc. Objec- 
tions may safely be anticipated, e,g.y that some property is separate property 
of some other member or that it belongs to some other person : such objections 
give a deal of trouble at present in cases of intestacy, etc. (though they are 
not so frequent in iny experience in probate cases). It seems possible however 
to exclude altogether from estate duty the really small estates (say up to‘ 
Rs. 10,000) in which movables of paltry value are not likely to be of relative 
importance sufficient to lead to serious objection : the cost of fighting tiio duty 
by making an objection in court would in most cases be much more than the 
duty imposed. 

The valuation of estates would require a special agency which might become 
a very large body requiring organisation and control but such work is at 
present being done in a small scale in the mofussil and there ought to be no 
difficulty in getting the work done or the men to do it. 

Q, 14 >^- — have no suggestion to make. 

Q, 146 , — In the absence of anything of the nature of reliable statistics 
which would indicate the real incidence and effect of the duty it is not poa- 
sible to suggest an exemption limit suitable for India as a whole or even * 
for a parficular province. It might in fact be desirable for each province 
to set its own exemption limit to suit its own conditions just as it might 
be desirable to have provincial rates. It has been indicated in Mr. Birley’s 
» note that estates under Rs. 10,000 value in Bengal yield at present very little* 
by way of duty. At present estates of the value of Rs. 2,000 net are exempt 
from duty but in some cases probate has to be taken. In some cases where* 
estates are under Rs. 1,000 gross value at the date of death the Administrator- 
General may grant certificates under Act III of 1913 on payment of graduated 
fees. It would seem feasible (i) to extend the power of the Administrator- 
General so as to deal with estates up to Rs. 2,000 gross value, (excluding Sav- 
ings Bank or Provident Fund assets) prescribing a fixed fee for such cases : 
(it) to allow nominal charge for ordinary estates up to Rs 6,000 gross value ; . 
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(Hi) to'jfjradiiate the rate of duty applicable thereafter—the rate of duty being 
leviable on the net value. 

As exf>erience was gained, it might be found possible to raise the limit (say 
-to Rs. 10,000) on which merely a nominal charge is made. 


Mr. Liddell^ gave oral evidence at follows : — 

The President. Q . — You have given us two notes, one on stamp duties and 
the other on succession duties. You regard the main principle governing the 
rates of the former as imposing what the traffic can bear. 

— I (lee no reason why that should not be the principle. 

Sir Percy Thompson. Q. — I think your main criticism of the stamp duties, 
so far at any rate as the rates in India are concerned, is that they are quite 
illogical. 

A. — There is w’ant of method and want of principle. Some of the duties 
are quite illogical. It seems to be possible to achieve the same result by 
executing documents paying different rates of stamp duty. You can do it by 
transfer or by drawing up a settlement deed at J per cent, or a gift at 1 
per cent. Government securities may simply be endorsed by transfer, instead 
.of selling them in which case you would pay a stamp duty. 

0. — ^Does that app^jr to anything else, other than Government securities? 
In Englaaid it is quite intentional, there is no stamp duty levied on the 
'transfer of Government securities. 

A. — According to the Stamp Act, a duty would have to be paid on the 
transfer deed, whether the transfer was with or without consideration. 

(Jf . — Why should you not have the stamp duty on a gift as on a sale? 

A. — If you are achieving the same purpose by effecting a settlement, why 
•should you get off cheaper by settlement? 

(J . — You arc not, liecause w*hen you effect a settlement, you are only giving 
a limited interest. 

A . — The limited interest may not be so different. 

Q . — The usual 'thing in the case of settlement is the life interest, which ia 
surely somew'hat different. I understand your criticism is that J per cent is 
charged on the value of the property although the vrhole value of the property 
«daes not go to one person. 

A. — In certain cases of interest that may be equitable. 

Q . — ^You say that a gift pays 1 per cent, a settlement pays i per cent: 
transfer by delivery pays nothing. What cases of transfers hy delivery do 
you refer to? 

A . — I 7efer to ordinary goods. 

Q * — In the case of a share certificate you do not cnarge any duty on the 
registered holder. What you get is the duty at 1 per cent, on the transfer of 
the security, but when it is a bearer security, you do not get anything on the 
liransfer and consequently you charge a high duty on the share certificate. It 
is perfectly true that this share certificate to bearer may be transferred a 
hundred times or once. In one case it does not evade the duty, in the other 
tt evades it over and over again. Does that really constitute a condemnation 
of the stamp duties? 

^ matter of fact, in the stock exchange here they altered the proce- 
dure in some way or other on the ground that the duty on these transfers was 
only payable when the transaction was concluded. 

seems to be a weakness in yefur stock exchange practice. 

fu question came up to me for opinion. According to the definition 

Stamp Act, the duty is leviable on execution and execution is mere 
Md nothing else, it is not * completion of the transaotion ’ at all- 
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Where it is si^ed by the seller, even in the form of a blank transfer, tie exe- 
cution seeins under the Act to be complete and doty leviable at this stage. 

Q , — The trouble is that there may be dosens of transferees. 

.4. — spoke to one of the bankers hero and told him that I should like 
to see a test prosecution. He told me that he could show me hundreds signed 
even by High Court Judges. He himself considered that Government lost 
lakhs of rupees by these blank transfers. 

Q. — Have you ever considered the possibility of enacting a law that a. 
transfer must he registered with the company witliin n certain time? 

A . — I find that it was discussed in India in 1899. T think it was discussed' 
when the Stamp Act of 18f>9 was being passed. The shares went through 
countless hands and eventually one duty w^as levied when the transfer waa 
regi.stered in the hands of the comimny. Legislation to remedy this was 
deemed to be outside the scope of a Stamp Act. 

Q, — I think it very possibly is the case. Hut if it is a desirable provision, 
it might be incorporated in the Stamp Act. 

A. — If you buy shares simply on a blank transfer and send it to a bank, the 
bank will apply for it to be registered forthwith even without express instruc- 
tions; some banks are prepared to do this, others are imt. 

Q , — Do you think that the remedy suggested in 1899 would ho effective? 
How about the case where the transfer was not dated hy the transferor and the 
date merely put in some years afterwards when the last transferee wanted to 
register ? ^ 

A. — It would probably be difficult to bring it home probably. J[ do not 
quite see how to tackle it from the point of actual practice. I feel Tnat there 
is a tremendous leakage of money that ought to 1 h> got hold of, if possible. 

Q , — Can you refer us to any lile or anything on which this qucMition was 
discussed ? 

The Presidc7if. Q. — Mr. Marr promised us some notes yesterday. 

A. — T think that file may have come to me from the Finance Department. 

I do not think I will have anything in my office, but I know exactly what I 
want and I will look up the papers. 

Sir Percy Thompson. Q. — I think it would be useful to see how far the 
question of a remedy has been discussed. 

A. — There might be something in the proceedings preliminary to the Act 
of 1899; reference would be found in the introduction to Donogh’s Stamp 
Law.* 

The President. Q. — It has been suggested to ns that dividends should only 
be paid to the registered holder and that there is a ruling in Bombay that a 
registered shareholder is a trustee for the actual holder of the share. 

A. — If he can shift the responsibility on to somebody else, it is all right. 

Q, — Would legislation to that effect help? 

A. — Some people, I am afraid, go in for these transfers simply as a means 
of dodging income-tax. If they are dealing with them along that line, nothing 
will stop them. 

Sir Percy Thompson. Q. — ^That would only enable them to escape super- 
tax. • 

* I was asked about the reference in the Stamp Act. It is Section 65. On 
page 21 of the Introduction to the Stamp Law, Mr. Donogh deals with blank 
^ transfer deeds : ‘‘It does not seem to us possible as a matter of regulation of 
stamp duty to interfere with it. We have therefore not made any alteration 
in the levy of the duty, but I intend to make a reference to the Chambers of 
Commerce and to other commercial bodies in order to find out whether they 
desire that any legislative provision should be made even in the Stamp Act or 
in any other way which would have the effect of altering the practice in res- 
pect of transfer deeds.’’ That was the speech of the Member in 1B99 in intro- 
ducing the 6tamp Act. He probably referr^ to Chambers of Comiiieroe and’ 
there must be some papers on this specific point in the Government of India* 
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.4.-1 do not know exactly how it is worked out in practice where the 
.icrip is running round the market. I have no practical experience of that. 

The P rMuJenf, Q. — They would merely show jt as a capital transaction in 
4he accounts. 

4 , — Yes, but the dividends would have to be paid to somebody eventually. 

Sir Percy Thompson, (?.— So far as the State is concerned, the State gets 
iU income-tax. The man dodges super-tax all right. 

4.— When the tax is l^jv.able from the company, he will not dodge the 
4 ncome-tax. 

Q — Supposing you had a provision that the company would only pay to 
the registered holder, does that help this difficulty at all? Supposing it pays 
to the registered holder, legally the registered holder is merely a triisteee 
and under the present practice the registered holder is receiving it. 

^ — Jt is a difficult thing. Tlierc may be something in the earlier discus- 
sions; T should likt» to look into them. 

Q — Yon say that the levy of duty on * the value as set forth in the instru- 
ment ' tends to benefit the dishonest. What do you mean by that? 

.‘1. — It is practically an incitement to iinder\'aluation. 

Q . — If it is a sale? 

A , — On a conveyance it may be all right, though in Bengal all things are 
«possible. 

(>. — Haven’t you ^j^t a penalty for inserting a wrong consideration in a 
•tale deed ? 

A , — That does not seem to be therCi but it might be quite possible to 
detect cases of undervaluation, for instance, when the same property comes 
up soon after in connection with probate where there is an actual valuation. 

Q . — I am rather thinking of sales. PJaven’t you got a penalty for not 
inserting the true valuation? 

.1 . — There may he, hut T doubt whether we have the means really to enforce 
dt. We have not got the staff to watch jt. 

Q , — Would you prosecute in a case where it did come to light? 

.4. — It really comes to a practical difficultly just as in the case, for instance, 
of perjury. If you start prosecuting ev'ei’y case of perjury, you will have to 
ihave special courts. You have to pick on a particularly had case. 

Q . — fn England w’e have exactly the same provision. In cases of w^rong 
consideration, the company first of all gives information, because the com- 
pany itself doe.s not like its shares being sold at a low price. Would not that 
be* the case here? 


A. — I have only heard of one instance of that sort. So far as I remember 
it was the Pencil Valley Coal Company. In tiiat case there had been no 
transaction for some time and the shares, so far as I remember, had gone down 
from 35 to about 25. Then the Company woke up and moved in the matter 
but found men willing to sell their shares at 25. 

Q , — Probably it was the real consideration. 

.4.— Apparently that was, hut that is the only instance I have heard of « 
company waking up to take action. 

Q* case of a gift, where the duty is on the value of the property, 

are not steps taken to have the valuation of the property tested ? 

A , — I have never known that. 


you think it is worth while to do so? 


.4.— Tho different branches of the offices would have to be brought a great 
and closer toother : at present they are more or less water-tight. As a matter 
of fact, the Collector is the District Registrar. If he got information of the 
registration in the Registration Office and got to work at once, he mieht be 
able to do something. 


leakage of duty, is not it worthwhUe to make 

regi|tration compulsoxyP 
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A. — I should like to see some searches made in the Registration OifiSes and 
get some figures to see whether it is worth while, because one is merely sus- 
picious and one thinks of the possibilities of exaggeration. 

Q . — ^Does the whole duty amount to anything substantial? 

.1, — ^You would have to get that from the Registration Department. 

Q, — ^Don*t you keep the yields from the various heads? 

A. — ^We may, on the revenue side. 

Q . — Do you know the amount of duty you get out of agreements? 

A. — T could not tell you. 

Q , — Do you know when a particular duty is raistnl whether the yield is 
increasing or not? 

A. — They know it in the Financial Department. 

<?. — How will they know? 

A. — T have nevt^r seen their registers, hut I presume that they can get 
particular yields from the Registration Offices. 

Q . — You suggest the imposition of stamp duties on transfer of property. 
Take, for example, a duty on cheques. The amount of duty you could <^arge 
on cheques is limited by the cost of making the remittance in other ways, 

A. — One might send by insunincc or registered letter or money ordt^r. Still 
I think that there is something gained in addition, t.c., a sort of security. 
You have the counterfoil in your [lossession. 

Q - — There is a limit to the amount you would pay ftr that. 

A. — If you sign a cheque for £1,000, it might be worth a great^eal more 
than the 6d, stamp you might put on it. 

Q , — As long as you can have your cheques stamijed to a uniform duty, it 
is convenient to you ; but if you have to go to the Post Office and buy a 6d. or 
10(7. stamp, it would put you to a great deal uf inconvenience. 

A.— Yes. 

— Take another analogy ; the receipt stamp duty w’hich you have sug- 
gested might be graduated. In 1880 it was graduated in England and it was 
repealed purely and simply for the reason that the amount of revenue derived 
from it was far less than it would be under the flat rate of duty. By having a 
graduated receipt stamp duty, the revenue was losing money. 

A. — The leakage ought to be found out, 

Q. — There is no leakage; the duty is only payable where a receipt is 
demanded, but if both .sides agree, no receipts would be given. 

A. — ^You may make the grant of a receipt compulsory by legislation. 

Q , — That would be all right when a person demands it; but if two sides 
agree that no receipts need be given, what would happen? 

A. — I am afraid I am presuming that they are both honest. What occurred 
to me in this connection was this : in levying amusement tax here, there is 
great difficulty in adjusting the amount of taxes. There never is any propor- 
tion. In Switzerland, if the price of a ticket was 3 francs, the jirice of the 
ticket with the tax w’ould be 3-30. A stamp is stuck across the perforation 
between tke counterfoil and the ticket and when you buy your ticket you 
pay 3-30. 

Q , — That is the business of the theatre ; but we do not keep stamps in differ- 
ent denominations. 

A. — One keeps one-anna stamps and two-anna stamps for home letters and 
things of that sort. In the old days here, one had to keep a special form of 
receipt stamp. When I came out 20 years ago, I had to keep receipt stamps 
which used to be twice the size of the present stamps. 

, Q , — ^That was why it was probably abolished. 

A. — ^You usually keep three stamps now, the half anna, the one anna and 
the two anna stamps. There is not much difficulty after all. 
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— With regard to court-fees^ you have possibly misunderstood the ques- 
tionnaire. I do not think it is intended to convey that you should adjust 
your court-fees actually in each individual case to the amount of work done, 
but you should so regulate your court-fees that in the long run the total of 
the court-fees just about pays the cost of the courts. 

it. — It is a difficult thing; how long is the run going to be? 

Q » — You can aim at a sort of principle that the total of the court-feea 
should roughly correspond to the cost of the ser\’^ices rendered. 

A, — If it is to be for the services rendered on an average of five years, then 
it means that if I sue a person in a court where there is no appeal, why 
should the appellate court expenses be settled on or affect my court-fee P I am 
not going to bother about the appellate court. 1 go to a Small Cause Court 
and sue. 

— If you are not going to appeal, you won’t pay any appellate court- 
fees. If you go to a court on a case which is appealable, then you will have 
to pay further fees. 

A. — But if it is coming up to appeal, it may want another fee. If it 
comes up on reference, you will get the advantage of the appellate court. In 
a revision court you will pay a cheaper fee than you would on the appellate 
side. 

O , — I do not think it is possible to apportion it exactly to the services 
rendered or to the amount of the expenses involved. 

A . — It is impossiblb. 

Q. — Oft' general principle, would you agree that your court-fees should be 
designed on a basis which will pay for the cost of justice? 

A, — It sounds like the poor old Magna Charta phrase, to no man will wo 
sell justice.” 

Q, — Are you going to make profits out of court-fees ? 

A . — In some cases, I should have no hesitation. 

Dr, Paranjpye, Q . — ^You are apparently going to pay what you get out 
of court-fees for the cost of education, etc. ? 

A . — You can argue it that way. 

The Prenideni, Q, — To come back for a moment to the blank transfer 
question, if you were to legislate to the effect that dividends must be paid 
only to registered holders, in what Act would you insert that provision ? 

A , — ^The Companies’ Act. 

Q, — ^You said you would like to make a search of the Registration Office ta 
see the extent to which the proper stamp duties are evaded. Would you 
make a search of civil court records also to see the extent to which the insti- 
tution fees are evaded? 

A . — ^There is no doubt that the valuation for civil court purposes calls for 
a tonic as well, because many of these valuations are very vague. 

Q , — Is there any reliable machinery existing to secure that tKe right insti- 
tution fee is paid? 

A , — ^There is no machinery. You generally find that the third ground taken 
in a written statement is that the suit is undervalued and so on. Other- 
wise there is nothing. 

Q , — 'Is it not quite possible that the two parties may agree to fight it out^ 
as a for injunction or in a some cheaper w'ay. You cannot always depend 
on the other side to fight on the ground of undervaluation, because they may 
be appellants in the next court. 

A , — ^It is more or less a stock ground in a written statement. 

Q, — But does the court interest itself in it? 

A, — No, It simply says, ‘this issue is not pressed.’ If it is pressed, of 
course, it is taken up first, the decision is come to and the extra court-fees 
are celled for. 
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Q . — Do you think it possible to have some sort of Gkjrernment advocate to 
-see that the Government is getting its dueP 

.4. — There i« alieady one ministerial officer there — the Sheristadar. He 
is supposed to check the plaints with regard to the court-fees that are paid 
and 1 have known of very efficient Sheristadars. 

Q . — Would it be practicable to have his work subject to scrutiny by a 
Government Auditor to ensure that no revenue escapes payment? 

*4. — I doubt whether it would be worth it. Tf the Sheristadar objects to 
the valuation, the Judge calls the pleader concerned and decides the question 
-and that practically becomes final. 

Q , — ^Do you think there is any objection to an audit from the Government 
tpoint of view P 

A. — This class of auditors are difficult to find ; because you will have to get 
persons with legal training. 

Q, — Do you think there is any objection to that? 

A. — I do not see any possible objection. But one can get that automatically 
if the Sheristadars are lawyers or [lersons with good legal training. The work 
can be done by them. If the Sheristadar i.s, say, a B.L., he is a pleader 
straight away and with his legal training he will be able to do it. 

Q. — Are you not making an assumption that every B.L. is doing his duty? 

.4 .-—Some are and others may not be. If the B.L. is working under a Judge 
and with his service book lying on the Judge’s table, hJ would probably do his 
•duty. Otherwise he will give place to better men who do their duty^ 

Q , — You cannot always assume that the Judge is full of zeal for the Govern- 
ment revenues. 

A. — Some would probably be. That is not his function. The position is, of 
•course, curious because in order to get the proper valuation the judge may 
have to give a judicial opinion as to the class of suit. But I think so far as the 
stamp collection and revenue collection are concerned, it is not the duty of the 
Judge at all. 

Q. — It might be worthwhile to have a Government officer charged with this 
function. 

A. — Of course, one or two persons might perfectly be well appointed, who 
might pay for their cost a thousand times over. 

Q, — Just like the Chief Auditor of Customs? 

A . — Exactly. 

Q . — ^There is no objection to that? 

A. — No objection. ^ 

Q , — When you say that the ‘ stamp duties are a form of automatic taxa- 
tion applied by people to their own transactions, the law requires therefore 
^o be fully and clearly stated since it is the people themselves who interpret 
it have you any idea how you would proceed to state it more clearly? 

A. — So far as I remember these words are from a judicial dictum. I forget 

what case it was. I had not very much to do with the Stamp Act but when 

T was looking into and working it I found that when it referred to a Bill of 
Exchange, it included many other documents which really were not so and the 
6 definition was not identical with that of the English Bill of Exchange from 
’ which we had taken the word. 

Q . — ^Probably the difficulty has become greater since the Act was passed. 

A. — Quite. 

Q. — ^It may be brought up to date. * 

A. — am sure there is a Bill now in circulation. There was a Bill in 

circulation not long ago in which the opinions of all the banli^ and some 

commercial houses were taken in Calcutta. It is a Government of In^a 
Bill. 
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Q. — ^Ti^ould it be desirable that provinces should make their own defini- 
tion for * Bills of Exchange/ etc., wnich have different meanings in different 
provinces? 

— Unless vou get them into an Imperial Act, it simply leaves an open- 
ing for difficulties. 

Q. — Has not the provincialisation of general stamps led to a considerable 
number of anomalies? 

A. — Undoubtedly it has. 

Q , — Would you favour a return to an all-India Act.?* 

A. — 1 think it would be difficult to bring into an all-India Act all the 
documents which you find in some obscure comer of the bazar in Bengal. It is 
extremely difficult. But until you have it done and can say whether a parti- 
cular document comes within a certain head, it is very difficult for the 
people to know where they are. 

Q , — Are there not a good many instances of documents which may or may 
not come into the definition, which will be taxed in some provinces and 
not taxed in other provinces? 

A. — It is now some years since I had to deal with this subject. But I 
do remember many years ago, curious applications coming in on a one anna 
stamp. Even though it was really a criminal petition, the tendency was 
to camouflage it and put it in with a one anna stamp under the head of 
miscelJaneous application or something like that. 

Q> — Have you anf experience of the distinction between a VakiUs 
vakalatiigigna and memorandum of appearance P 

A. — No. That question came up in connection with the Bar Committee. 
They discussed that question and I do not think that the Government of 
India have passed any orders on that. 

Q. — Are there documents included in the Court Fees Act that really should 
come under the Stamp ActP B^or instance, the stamp on a bill of entry? 

A,— Yes. 


Q, Have you any experience of the working of section 19(e) — that is, 
the penalty for undervaluation otherwise than by mistake? 

A. — No. I have not heard of any instance of that. 

Q . — If a party gave a very low valuation and the Collector puts a higher 
amount and the court held that the Collector was correct, would you take 
it as an undervaluation otherwise than by mistake? 

A. — It would depend upon the facts of the case. 

<J. — You say you would cancel exemptions on renewals of insurances? 

Yes. There is a difference apparently ^^etween the practice in Bombay 
^d the practice in Calcutta, I think it is in Bombay that most of the 
insurance seems to be done by brokers who do not renew but effect new 
policies in a way that is benefiting their own pockets and the pockets of 
their clients and the result is that instead of having renewals they have a 
new' policy because there may be a small saving in the premium. Bombay, 
so far as I remember, made some representation at an early sta^e of the 
Stamp Law with regard to this. Whereas in Calcutta, the pracSce seems 
to be entirely different ; I do not see any reason why the ren* wal of an 
insurance policy should not be treated in the same manner as the original 
policy. 

stamp duty has no relation to the number of years for* 
which the insurance is taken out? 

A.— No. 


9.-~Can you tell us w^ere we can get an up-to-date index for these 
various c^es relatmg to individual items of the schedule? We want to get 
aowm to details item by item. 

th»t “y «P-to-date book on it. It ia the Shorietadar 

dispute, the case is referred to the Jndee. - » imij- 
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^.^Would you put the court-fees at the same rates in all the provinces P 

, 4 . There is a verv strong temptation to stiffen up certain clapa^ of 

i^s in certain provinces. We have now in Bengal 3,30,000 rent suits all 
going to be filed practically together next month. 

The Jlon^hle Sardar Jogendra Singh, Q.— Does it mean that the landlords 
are not collecting the rents easily P 


A — That is it. 

Q , — What is the percentage of suits filed which aio contested? 

.1.— I cannot, say. Of the 3,30,000 suits, 3,00,000 are going to be un- 
and on the average, from long experience, one can say that 10 
out of 11 or probably more are going to succeed. If these cases ajHS going 
to be fought deliberately, for whatever reason it nmy b<^ — whether it is for 
st)ort or amusement or for nin'thing else — the court-fees payable by the losing 
party should be very heavj’ indeed. 

Q . — ^Will not these suits be tried in batches? That is, you may have 
some 600 or 700 suits on one and the same issue and the judgment will only 
be written on one suit. 

.1. — Yes; there may be hundreds of analogous cases and in addition to 
that they are r.ot going to be contested, but in each evidence will be taken. 

Q . — Is the stamp duty properly collected on these? 

A . — Probably that is managed fairly satisfactr>nly by the office. After 
tlie suits have been disposed of they will go to the re(jord room w’here they 
are again examined. 

Q . — Do you frecjuently find that stamps are removed and use^again? 

A . — T have seen instances whore stamps have been removed but whether 
it "^vas dishonestly done or not, it is extraordinarily difficult to say. 

The President. Q . — Ts the payment for copying taken in the shape of 
stamps at so much per 100 words? 

.4. — Four annas a folio. 


Q . — You keep a pro forma account? 
A. — Yes. 


Q . — Does it pay? 

A . — It makes a profit. At present the discussion is whether w^e should 
not increase the pay of copyists and typists. When we put up the stamp 
fee they wanted more money for their work. They are paid according to 
piece work. The comparing clerk is taken on a certiain scale on the fees 
ihat are realised. The comparing clerk is not taken into the establishment 
until the surplus of the fees realised fully secure his pay. 


Q, — ^Y^ou have suit notices against Government. 

,4. — J do not know how many a day, sometimes. 

Q. — Do they eventtiate in suits? 

A , — The bulk of them probably do. 

Q , — Would you propose that suit notices should hear the court-fees neces- 
sary for the suit which will be refunded if the suit is b®rr®d? 

A - — 111 many %vays it could easily be done; because there is generally a 
copy of the plaint filed along with the notice, 

^ Q , — ^Would it be a hardship? 

*4. — It is quite possible it might be. 

Dr, Paranjpye. Q , — Is it not a fact that ordinary applications to Govern- 
ment are not taken notice of? But when it is a notice of suit, action is taken. 

-4. — think that would be a most unjust accusatiem, 

Q , — ^The complaint is that people don’t get orders on ordinary applies- 
tions. But if notice is given Government gets afraid and the officers get 
afraid. 
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some cases one has to treat them lightly because we set so manjr* 
extraordinary requests. 

— ^Xhe Civil Justice Committee made a recommendation about the adop- 
tion of a standard form for estimating the court-fee. 

have started looking into i^eir report and I hope to finish it in the- 
course of a month. 

Q , — Taking it that tliey have made a recommendation what are the items 
you would include in the account? It is mentioned that civil work goes into 
criminal account. 

— I would prefer to look at both civil and criminal as a whole. Where 
they are performing a similar function of meting out justice I do not see any 
reason why the civil courts should not bear some share of the cost of the - 
criminal courts. 

— How are you to draw the line? 

A. — That is, I should think, humanly impossible except arbitrarily. 

g — Do the village courts relieve the civil courts? 

A. — Very considerably. 

— Do you debit any charge in the matter of court-fees P 

A, — They pay their own way. The court-fees in the village courts here- 
are paid into the union fund. 

Q, — ^They have court-fees? 

A — Thov liave andi the expenses are assessed at the time of the passing, 
of the de(^e and that is paid to the union fund. 

Q. — In cash? 

.1.— Yes. 

Q . — Have those courts any exclusive jurisdiction? 

A . — If both parties reside in the village and the cause of action arises in 
the jurisdiction then they may sue in the union court. If the valuation is 
under Rs. 25 then on the request of the defendant the case may be sent to 
the ordinary Munsif^s court. If it is over, on the request of tie defendant 
it must be sent to the Muiisif’s court. It is not exclusive jurisdiction. 

Q . — Can a Muiisif transfer a suit to the village court? 

.'1. — No. It is the other way. It is at their option to start in the union 
court. 

5fi> Percy Thompson, Q > — Could you give us the reference about the* 
renewal of debentures in the Stamp Act? 

A. — It is section 59 of the Stamp Act. 

The Maharajadhiraja Bahadur of Burdwan. — Q . — You told us that you were 
about to write your report of the Bengal Death Duties Committee. 

A , — There is nothing definite in it unfortunately. 

^?--~Oould ■''ou kindly indicate to us as to what has been the general find- 
ing of your Committee? For instance, on the question of the first principles 
do they accept succession duty? 

A. — came to ua as a result of the discussion in the Council in 1923 
about the increasinff oi the fbancial mouroee and the possibility^ of death 
duties and estate auti^. This Committee was appointed really to explore' 
the question and see, if it be decided to levy an estate duty, in what way it 
could best be done. There was a difference of opinion in the Committee as*^ 
to whether we should at^ all express ourselves on the pros and cons of estate 
duty. There was a^ distinct cleavage of opinion on various grounds. Some 
said that death duties vrere unduly harsh. One said that the proposal was 
a . breach of the ^ permanent settlement ; others said that though it seemed to 
be perfeotlv equitable it was not politically convenient. There was a distinct' 
cleavage of opinion along these lines. 

Q* ^What we should like to know is about two things that were brought 
to our notice by a Bengal witness. The first is as to whether if an estate' 
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duty or a aucceesion duty was levied it should consolidate all theP duties 
that are now levied such as probate, succession and so forth. The second 
point is that if death duty were to be levied^ up to what peroenta^ should ^e 
maximum be fixed. We want an idea on both these points. 1 should like 
to know if in your committee you have come to any general conclusion, espe- 
cially ae Mr. Kinney and Mr. Birley have noted upon this question. Apart 
from the question as to whether it would infringe the permanent settlement 
in Bengal, did you consider these two points? 

A , — ^Except as to the maximum we considered the rest. We had before 
us a Bill drafted on the lincK of the Finance Act at Home. The line that 
the Committee took was really to examine that Act and see whether it was 
appropriate for Bengal. We found it was infinitely too complicated and 
thought that the most conveiueut way to tackle it in Bengal was to take it 
along the lines of which we already had experience in probate, administra* 
tion and succession. So it would practically replace these and it was generally 
conceded to give very much larger concessions in the lower scale and stiffen 
up it in the higher scale. 

Q. — Bogarding the stiffening of the higher scale, I take it you did not 
come to any decision as to tlie percentage. As you have had experience in 
the selling of estates and the handing over of the same in succession, can 
you tell us so far as the landed properties are concerned — supposing for the sake 
of argument we did decide upon a death duty — the iiiaximnin that would bo 
payable in a province like Bengal where land is concerned? Wlicwe securities 
are concerned it would be different- • 

.4. — It is extremely difficult to say. We will have to get gfc the net 
value of the estate and make allowance for all encumbrances. I have no 
practical experience. The net income of a zamindari in Bengal is practically 
unknown to me. 1 should certainly think that it is by no means so big 
as it has been represented to be. I would like to see the net income before 
I could fix any maximum. 

Q — ^On an average in Bengal from land do you think that 10 or 15 per 
cent, would be a fair percentage? 

A , — It would depend on how you are going to exact payment. 

Q , — So far as land is concerned, you would agree that we will have to 
have instalments. 

*4. — Certainly, a 10 per cent duty on an eetate of a fairly big size might 
mean a great deal more cash than 'a zamindar would ever nave and it may 
be that the demand might come at a very bad time when the rents are not 
forthcoming. 

Q , — As regards the proposal of Mr. Kinney of making them all into one 
duty or lumping them together, are you personally in favour of that? 

A. — ^Even now there is only some glimmering of the meaning of probate 
duty and succession duty. If you add another name and another duty there 
is nothing to be gained. 

Q , — In your Committee was this question discussed? Your Committee 
simply c£une to a cleavetge on a question of principle? 

A. — ^We went into it assuming that a death duty will be levied. We dis- 
cussed as ifb how it should be levied and what should be levied. The general 
result was that there ought to be a duty, call it anything you like, on the 
analogy of probate on whatever property a person was capable of disf>osing at 
•the time of his death, including in that a share of a joint Hindu family. 

— Supposing there were three brothers. The elder brother dies and the 
death duty was charged. Five years later the second brother died and five 
years later the third brother died. Did you consider that the duty should 

on the whole estate each time? 

A.— The suggestion of levying duty on the whole at the time of the death 
-of each one seemed to me to be grossly unfair. We seem only concerned 
with ike property or the amount by which others are benefited. 
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Q.XSiipi>oHing a baby dies after six months. Did you consider such a- 
case? 

A . — It is going to be extremely difficult to locate it, though on the death 
of that baby a big^rer estate may pass than on the death of the grand uncle. 

Q, — Do you think it will be possible for you to send us a copy of the 
ref»ort as soon as it is ready. 

A . — I will be delighted to send it to you. 

Dr- Paranjpye. Q. — You know in England after the Finance Bill of 1694 
death duties were levied in two parts; one the estate duty and the other 
legacy or succession duty. 

A . — Yes. 

Q , — ],i 1894 when Sir William Harcourt introduced these duties there was* 
a great deal of opposition to them. 

d,*~4^uite. 

— Practically all the objections that are at present raised were raised 
at that time also? 

A. — Yes. 

Q, — Experience has not justified those objections? 

A, — No. 

Q. — The Conservative party at that time stoutly opposed the imposition of 
these duties. But when they themselves came to power they did not remove 
them but they became a sheet anchor of their finance. 

.4.— m. 

Q. — Those objections that are now being raised in India and will be raised 
henceforward were raised at that time and W'ere found to be not valid. 

A , — X cftu recognise the existence of some ^•onditions in India that were 
not present in England. 

Q . — At any rate thc.se objections were raised at that time and probably 
will be raised in future with some slight difference. 

.4. — Yes, chiefly as to the ruining of the family after the death of the earn- 
ing mtunber and that the tax would be a tax on accumulations and things of 
that kind. 

Dr, Hydcr. Q , — All the same, do you think the force of these objections 
still pei-sists? 

A. — Not in the case of Englishmen. 

Dr, Varan jpye. Q, — All- their anticipations have not come true? 

A.— No. 

The Honshu Sardar Jogendra Singh, Q, — ^As the death duties have not 
been introduced here you cannot say anything for certain. 

A. — Probate has been working. 

Dr, Varanjpye, Q, — You know death duties are raised in all countries P 

A. — ^Analogous duties are raised in all countries. 

Q , — Even in Japan they are raised. The object of this Committee is not to 
levy any new tax but to suggest new taxes when the Council may feSl the neces- 
sity to change the present system of taxation and find out new resources. We 
are not concerned with the actual immediate political questions. The actual 
levy will be in the form of a Finance Act and it will be in the hands of thea^ 
Legi&lative Assembly. 

A.—Tes. 

There are two kinds of death duties— the estate duty and legacy duty. 
Do you afipree that the fundamental basis of the estate duty is that on account 
of the existence of the State the man has been able peacefully to accumulate 
tudbi ah estate? 

A.— That is the ground on which I would justify it. 



Q . — ^The justification for charging the estate duty is first of all the’dutjr 
is charged on the whole corpus of the estate provided of course it is above 
a certain minimum^ and the scale goes up to 10 or 12 per cent, in the 
case of very large estates, and 1 think it is 40 per cent in the case of 
estates over 2 millions. The minimum in England is £100 1 think, and all 
estates over £100 are charged death duties gradually rising to over 10 per cent. 
These are justified on the ground that the expenses of the State for allowing 
the people to inherit their property sliould be met. But you suggest that the 
estate duties should be charged and legacy duties should not l>e charged. 

.4. — Even now I cannot say that I am favourably impressed with the legacy 
duties. 

Q, — ^Don’t you think, however, that there is essential difference between the 
succession by a son or succession by a second cousin? 

.4. — There is some difference, I admit. 

Q , — Then the man ordinarily accumulates property in order that the per- 
sons in whom he is really interested sluniUl bo benefited? 

A. — That is the point I have tried to solve. Some degree of relationship 
must bo dohiied so as to be able to graduate the tax. 

Q . — Ordinarily you would agree that there are different degrees of interest 
taken by individuals in the person who is benefited? 

.1. — Undoubtedly there* is. If a man has ehiltlren he will have more incen- 
tive to provide something for the benefit of his children than a man who has 
no children. ^ 

Q , — ^Therefore ordinarily while the children can reasonably expect a certain 
amount of provision from their father, there is no justification accl5rding to 
the modern ideas that a distant relation should benefit to a very large extent 
from a relation in whom he was not interested at all. In this case it is cer- 
tainly a greater wiiidiall than to the children and the modern idea of taxa- 
tion is to tax such windfalls because they are not earned ai^ because they 
can be paid without interfering with any reasonable anticipations or expecta- 
tions. 

A, — But I say in the case, for instance, of a legacy coming under some will, 
it may not be so much of a windfall as it muy appear to bo at first sight. The 
man may leave hundreds or thousands of pounds to a person who may have* 
rendered some benefit unknown to any one save the donor. 

Q , — At any rate you would agrees that n higher duty should be paid by a 
distant relative than by children? 

A. — Well, on broad principles, it would be quite justifiable in intestacy. 

Q , — ^And this differentiation cannot be made if you were only to levy the 
estate duties? 

A, — No. You could not make that difference. 

Q , — According to your scheme all will have to be treated as the same. It 
cannot be given effect to unleks you put both on the same level. 

A. — I would go extremely slow in that case. 

Q, — ^At any rate, you would agree that at least in principle both these duties 
are justified. 

A. — Yes, • both may be so justified. 

Q . — ^Then let us consider another side of the question, that is, the accumu- 
lation of capital. The great objection put forward against death duties is that 
are a levy upon capital. Leaving this fact out of consideration, is it not 
a fact that probably the State might make much better use of the capital by 
its own action than if it was left in the hands of inexperienced people who do 
not realise the value or utility of the capital? 

A. — Well, Sir, one can argue the case in both ways. 

Q. — Now let us consider the actual circumstances of the case. In reply to^ 
m question put by the Maharajadhiraja Bahadur, you were thUdng about large 
landed estates which cannot pay down cash. Can you tell me how far these 
large estates when inherited in the ordinary way in Bengal tove bene- 
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iHted Uie industries and sucli other objects for which large accuxnulatioa ot 
capital ia required? 

— ^That^ BgAin, is a very difficult and general question to answer. 

The Hon'ble Sardar Jogendra Singh. Q. — How much do they help towards 
the stability of the State F 

A. — ^That also is very difficult to answer. 

Dr. Eyder. Q. — ^What Dr. Paranjpye means is capital devoted to industry. 

1 am not quite sore if you would admit this principle. When ^e landlord 
makes much rent out of his lands and uses it for buying up more estates, 
surely, he is using that rent for increasing that capital. I ask you whether 
the landlords in liengaJ in buying up more estates, have been treating their 
surpluses as capital or not? 

A. — Looking round Bengal I can point out several who seem to have put 
their capital into furthering their estates. 

Q.— Now I am going to ask you whether the zamindars are using their 
surpluses for productive purposes? 

A. — Some of them are. 

The Hon* hie Sardar Jogendra Singh. Q . — They also contribute a lot 
towards the revenue by means of customs, etc. ? 

A. — I cannot say that as it is purely a domestic subject. 

Dr. Paranjpye. Q . — Is it to the great interest of the country that one land- 
lord should buy up l^nds from another landlord and pay him the value of the 
land? So far as stability is concerned, is it of any great interest to the land 
that laiflf should simply change hands from one big landlord to another? 
Does it not tend to the small landholders giving up their land to the big land- 
lords? 

A. — Generally the tendency is to take away the lands from the small 
^holders. 

Q. — Is it very useful to the country? 

A . — I cannot say that. 

Q. — Don’t you admit that where capital is really required is for the deve- 
lopment of industries and other objects of that sort? 

A. Yes. 

Q , — Now T ask you whether the capital of the landlords is really used for 
this purpose? 

A. — I could not definitely reply to this. I cannot give you a bird’s-eye- * 
view of what takes place in Bengal. But I have seen some zamindars who 
have been using their money in the most unusual way. I know a Maharaja 
started a motor engineering shed so that his tenants may come and learn. On 
the whole, taking all the points into consideration, I could not say that they 
spend their money in what 1 should consider the way most useful to the coun- 
try. 

— Is it. not a fact that a great many of them spend their money in a manner 
not conducive to the good of the country^ ? 

*4, — I can say, at least great many of them could spen^ their money in a 
way more conducive to the interests of the country. # 

Dr. Eyder. Q. — In their own interest they would see that it is better to 
buy more lands or to buy Government bonds. It would be too much < 
to ask them to put their money into propositions which they may not undei^ 
stand? 

[That is exactly what I mean. There are many who might spend their 
money in ways more conducive to the interests of the country, I am thinking 
in that group of what you might call the absentee-landlord. I always recog- 
nise that the man who puts his money into land is assuming duties to those 
who are on the land, T mean, to the cultivators, though some of them do not 
perform them. 

What are the duties iHiich a modern landlord ought to perform? 
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A. — 1 have been backwards and forwards in various provinces inalndia* 
during times of scarcity. I have seen villages in the Central Provinces, Bihar 
and Orissa and Bengal and 1 have always thought that if the landlord were 
to stay on the land, then the general condition of the whole villa^ would 
be a great deal l>etter. Therefore, I say when one purchases lands, ne is as- 
suming a duty to others. 

Q , — If a cominunity entrusts to a particular individual the control of the 
main factor of pnxluction, then that individual has got a duty to use that 
factor of pnxliiction for that eommimity? 

.4. — From the point of view of health, sanitation, etc., it would be useful 
to thousands of people, whereas the man who purchases shares does not do 
anything at all. 

Dr, Paranjpye, Q , — There is not much in this point. I ask you if there 
is any special advantage to the people in having the large estates in the hands 
of the big people, particularly to those to whom they come as windfalls. You 
would accept that generally it is not used on objects which would be profitable 
to the i>eople ? 

A. — Yes, that is geiieriilly the case. But 1 see many of these landlords run 
into debt and have very little left for such objects. 

Q . — Do you think there is any reason why the State should have any sym- 
pathy for the man who has got a property of K) lakhs and still does not use it 
properly, not onl 5 ' does not spend it properly but runs into debt? 

A. — T should leave the matter here. I could not say anything myself. 

The President. Q. — The question is not whether it coJld be used, but gene- 
rally whether it would be. 

A. — The question is too big to dogmatize. 

Dr. Ryder. Q. — It conies to this: that you take money from the people 
who are rich and give it to those who are poor. The State may make the best 
use of it; those who have not got the means to provide themselves with educa- 
tion are being provided with the means to do so. 

A. — Yes, at the expense of the richer men. 

Dr. Paranjpye. Q. — In the case of legacy duties, you know that the State 
has a real interest in seeing to the existence of a proper family spirit, con- 
sideration for the family and so on, and therefore in the case of succession by 
sons or children, the State should deal much more leniently than in the case 
of other successions. 

A. — It may be the duty of the State, but I do not see that it is in a posi- 
tion to do it. I have known coses of one brother suing another brother,, 
because he had not contributed to the marriage expenses of their sister. I do 
not see bow in such a case the State can bring about brotherly concord if it 
does not already exist. 

Q , — Let us come to the case of the joint Hindu family. You know that at 
present Europeans, Parsees, Jews, etc., have to get probate and consequently 
on every succession they have to pay. On the other liand, Hindus or Muham- 
madans need not pay on succession. That means that certain communities. 
are unfairly taxed, while certain other communities are let off scot-free. 

A. — ^There is a certain inequality. 

Q . — ^Therefore in any scheme of taxation all communities should be treated 
alike as far as possible. 

^ A.— Yes. 

Q . — ^In the case of a Hindu family, there are two systems of succession, the 
Dayabhaga and the Mitakshara. Under the former system, I understand that 
a son cannot claim partition during the life-time of the father; the estate 
belongs to the father alone. On the other hand, if three brothers are living 
together, they can claim partition from each other if the father is not living. 
Under the Mitakshara law, the son can claim partition during the life-time of 
lather, the father having an equal share with the sons. Consequently m 
tlie case of a Mitakshara family, a man enters into a OMrtain aisaiitti t# 
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f>roper^.y definitely ae soon as he is born; so the property passes partially at 
i>irth and partially at death. 

A.— Yes. 

Q , — In the ease of a Christian, for instance, he would inherit from his father 
-only on his death. In the case of a Hindu governed by the Mitakshara law, a 
person would get half the property of his father when he is born and the re- 
maining half when his father dies. Consequently, property passes in two 
ways, partly at birth and partly at death. If, therefore, you have death 
-duties only on the property that passes at death, you will be treating the Hindu 
community much more leniently than the other communities. 

A, — I rather think you would be taxing the property twice over, if you tax 
at every birth and again at every death. 

Q . — At any rate you would not be taxing it as fully as you would be taxing 
the property of other communities. 

A. — Probably not. 

Q . — Have you any scheme hy means of which all communities could be treat- 
ed alike ? 

.4. — It is extremely difficult to devise such a scheme, because the conditions 
of the cornmuriitics vary very much. 

Q , — What would you say to charging the property fully to death duties on 
the death of the person of the highest generation in that family? Supposing 
a father, 3 souh and 6 grandsons were living together in a joint family, the 
property would be charged fully if the father dies. While the father is living, 
no duty will be taken on the death of a son or grandson. If, on the other 
hand, thr iather is not living, but three brothers are living together with their 
sons, on the death of one of those brothers, I would charge only on one-third 
of the property. 

.4. — Then yoti will have to start from the moment when the original owner 
separated . 

Q. — No. If ill that family there is one person of the highest generation, I 
would charge duty on the whole property. On the de«:th of any one of the 
people of the highest generation, J would charge duty on the share he w'ould 
get if lie had claimed partition on death. 

.4. — Tlint is on the analogy of the conclusion we came to on our Committee. 

Q, — Do you think this would bring all the communities together on the 
same level? 

/!. — Yes, in theory I should say that this would probably work out all right. 

(>. — The only difficulty is the present state of things. You cannot extin- 
guish the rights of people at present existing. You have therefore to find 
out what people are living on a certain date; those people are supposed to 
have the property which they can get at partition. Any person born after 
that date w ill have no rights unless he pays the probate duty. Do you think 
this proposal is fair? 

A. — In theory, it is probably fair, but I anticipate that there would be a 
terrific outcry by folks who cannot realize what the future would be. 

Q. — Leaving aside the question of sentiment or practical technicalities, I 
ask you w^hether this proposal would meet all reasonable difficulties arising 
out of different treafinent of different communities. ® 

A, — I am inclined to think it should, including self-acquired property, so 
that that itself becomes ancestral property. Is this the meaning of the ques- 
tion about levying duties on the death of the harta ? ^ 

Q . — The Karta is generally an important person only in Bengal. The 
scheme which I mentioned to you has been proposed by Mr. Wild of Bombay. 
It practically means treating Hindu families, so far as succession duties are 
concerned, on the same footing as families belonging to any other community. 

The Prt si dent, Q, — ^What do you say to an alternative scheme of imposing a 
death duty on what pas.ses without any graduation or reference to the degree 
of relationship? Among Europeans the property would pass to the eldest 
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son; among Hindus, to the surviving member of the family. If you had a 
fanuiy of five and one of them died, you will charge on oiie*flfth of the pro- 
perty. 

A , — It is quite a feasible plan. 1 do not see any objection to it. 

Q, — ^The objection. I l>elieve, is that the joint Hindu family would pay a 
good deal less than the other communities. 

A, — ^You will have that under any scheme; in theory it ought to work out 
perfectly equitably. 

Dr. Paranjpye. Q . — In England as you knos', gifts made within thr€>e years 
of death are regarded as if they are legacies. In India ordinary gilts would 
have to be considered in the same way, but under the Mitiikshara law any- 
body can claim partition. In the case of any other c^oinnunvitv, it is miito 
possible for a father to band over part of his estate to his sou ; consequently in 
the same way partition may be regarded as a gift and charged to death duties 
if that partition takes place within three years of the death of the member. 

A. — I do not feel satisfied with these arbitrary limits of three years. Some 
time limit may be fixed. 

Q . — Three years was the limit fixed in England. Aren’t you going to 
charge gifts as legacies? 

A. — No: we had a long discussion about it on the Committee and we 
thought there would be undue preference in many cases. 

Q, — ^What about gifts made during the last illness o^a person P You would 
have to have certain exceptions. 

A. — We have a two year limit in the case of insolvencies; I think three year 
is rather too long. 

The Maharajadhiraja Bahadur of Burdwan. Q. — In your Committee did 
you go into the question that death duty would be evaded if you did not 
put a stamp duty on settlements? 

A. — After discussion, the decision arrived at was this; One member said: 
‘M do not think we can possibly go on with this Bill, because if we frame the 
Bill on these lines it will be possible for us under our personal law so to make 
such a settlement or a trust tliat we can drive a coach and four through the 
whole of it.” then we said we would have to deal with it in two w'ays : levy 
an estate duty and also have a duty under the Stamp Act and Court Fees 
Act so as to get the valuations of settlements at every settlement; otherwise 
there w’ould be evasions. 

Q. — What did the Committee say generally on that P 

A. — ^They were prepared to do ii. 

The Hon^hle Sardar Jogendra Singh. Q. — As a practical administrator, if 
you were given the choice of raising revenue and needed that for certain 
purposes, would you consider death duties as an easy source of realizing 
revenue? 

A. — It has never been my painful duty to insist on payment of revenuo. 
Personally, I think that death duty is one of the most equitable forms of tan* 
ftion one c|^ald possibly find. 

Q . — ^Taking Indian society into consideration, would you consider it easy 
to levy death duties ? 

^ A. — would depend on the machinery. The question is very big. If I had 
the means of knowledge which the Commissioner of Income-tax has and his 
powers of enquiry, I would certainly charge death duties. 

Q.— You would have to take the economic conditions prevalent in India and 
compare them with those of England. You require a special study of 
isoonomic conditions to be made. 

A. — t should n?t justify a tax for India on the ground that it would be 
justified in 1 or on the ground that it has been levied in fing^nd for 
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miuiHer of yearn, because as I said the local conditions are very different 
when one thinks of it. An Englishman dies, his funeral expenses have to be 
paid, he has full powers of testation. When you take the Muhammadan, he 
has a limited testamentary power. The rest of his estate is earmarked for 
particular persons. 

The President, Q . — You arc assuming a case in which the money is assigned 
(or a religious . purpose. 

4— Yes. 

The Bon' hie Sardar Jogendra Singh, ^.-—Did your Committee consider 
what income they would get if the exemption limit were Ra, 25,000 P 

A. — We had not the materials to do it. 

Q , — Do you think you would get a very large income? 

A.— The only indication we had really was the note by Mr. Birley. 

J>r. Hyder. Q , — I would like you to consider whether your answer to ques- 
tion No. 138 is sound. You say A man has amassed certain wealth for which 
he had no need and which he did not give aw'ay : he might have dissipated the 
whole of it : no one before his death had any valid claim to any part of it : the 
Btatc^'s claim arises at the moment of death before any one else gets the pro- 
perty and there seems no reason why the amount which the State claims should 
be affected by anything else than the amount left.” I think some of these 
statements are not tenable. You say that no one before his death had any 
valid claim to any parf of it. That conflicts with the personal law of certain 
oommuiiitiee, t.c., Muhammadans. 

A. — A sharer may be said to have a sort of moral claim, but only to two- 
thirds, because the father is entitled to will away from his heirs one-third of 
the estate, so that obviously the heir has no sort of right or claim. He may 
have a sort of moral claim to two-thirds of the rest of the father’s estate, but 
it is only a moral claim. 

Q , — ^The point I wish to make is this; If you put up the rates too much,, 
we might have a tendency to discourage people from accumulating money. 

A. — The moment before his death, a father might will away the whole or a 
third of his estate, or some years before his death, he might have frittered 
away the whole of it. No son can bring a suit against the father for injunc- 
tion to prevent his spending any money, so that he has no sort of legal claim, 
and at the moment of death, he would get something that he was not at law 
previously entitled to. 1 do not see that his presence or absence has anything: 
to no witii the estate duties. 

lh\ raraiijpye. Q . — In answer to question No. 139 (3), you say that the- 
.Committee which considered the question in Bengal were agre^ that the rates 
or scale should be provincial and open to alteration by the province. In case of 
levy of death duties, in cases in which estates might be situated in different 
provinces, don’t you think that location cannot always be determined and 
that it would be letter to have the levy of death duties an all-India matter F 

A. — My own personal opinion would be in the direction I have indicated. 

Q , — It does not matter how the actual revenue is divided. At\my rate- 
the administration should be Central as in the case of income-tax. 

A.--Yes. When that was discussed in the Committee, the view that they • 
semneck'to take was this : under the Mitakshara law, you had an unascertained 
share and a share which was very difficult to ascertain and a ^^are that was 
liable to escape observation. Whereas in the case of Dayabhaga law, the 
opportunities for evasion or non-observance were not so great. If the rate 
applicable to the Mikik$ham law was made applicable to the DayaUiai^ laur 

the people of the l^yahhaga school of law would suffer in comparisoai 
s^hIi these under the Jfltakihaiici school. On the ae bem e you put forward,, 
there would prcAiahly be less inequality. 
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Q . — On the whole, you think that it should 4>e made central if it is possible 
to do so. 

A . — The other point that was taken* was that already under the Stamp 
Act and the Court Fees Act we have provincial differences. 

Dr. Faranipye. Q . — But the difficulty would even be much greater in the 
case of death duties when properties are situated in different provinces. 

A . — It might be. But I say that brings you close up to the political ques- 
tion uhich may make it extremely difficult. If it is going to be a question id 
provincial autonomy and each is to balanc^e its own budget then each province 
will take the line of least resistance to do it. 

The Fresident. Q. — With regard Ui ciiiestion No. 131), you would not pro- 
pose that the death duties should he utilised to balances the budget P 

A . — That takes you rather to the other extreme. I would not put it like 
that. 

Dr. Paranjpyr. Q . — It should be a fairly stable tax? 

A. —Yes. 

The Fresident. Q . — With regard to the second proposition you say ** This 
proposition is laid down with embarrassing vagueness of expression, such that 
1 am unable to discuss it.** 

.1. — I could not understand what that was going to lead to. 

Q . — I should suggest that you cannot be siire of geAing it. If one province 
will levy income-tax and the other does not, you might have the position of the 
income-tax assessees going and living in the other province for six months in 
the year. 

A. — The person growing* jute here cannot shift his fields to the Punjab. 

Q . — If you levy it on the basis of residence it does not matter where he 
resides. 

A. — T do not know whether there will be perfect agreement to that. 
Because as I look on Assam and Bylhet I seem to see a great many estates 
which might give great difficulty of imessment and great difficulty of realisa- 
tion. And probably an estate duty in Assam or parts of it is going to give 
that province nothing. If it is going to be levied on a scale which will pay 
and will make it worth while for Assam to gather and that scale is to be an all* 
India rate, somebody is going to suffer. 

Q . — The sort of idea before us is that we should have an accountant and 
he should fix for a period the shares of the provinces. 

A. — It is a very big job. 

Q . — In answer to question No. 139 you say, “ That seem to be some such diffi- 
leulties in India where different nations have different personal laws and where 
•even Hindus may belong to different schools and different laws of succession.’’ 
But in answer to the previous question you say, ** by levying on the estate left 
by the deceased at a rate which may legitimately vary with the amount of the 
•estate and dividing the balance among the heirs or successors according to the 
will or thp law of succession inequality is reduced. to a minttniim.** Would not 
that appy as between provinces in India? 

A. — Once again you go to the fundamentals as to whether all the provinoes 
find it necessary to raise taxation of that sort. If the tax is not necessary, I 
•do not see any justification for raising it at all. 

^You say it is the fairest and the most equitable of all forms of taxation. 
Therefore if you begin remitting taxation, you do not begin by remitting the 
fairest and the most equitable. 

A. — ^Undoubtedly so, but at the same time if it is going to be levied, the 
ffnandal needs of some province may be greater than those^ of the other and 
ike bad province might think that that was the tax that w^ going to be the 
most equitable. 

0 ^ 
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Wfitien memorandum of Sir P, C. Mitter, 


General ohserrafionj*. — The e<*oiiomic problems of India are different from 
those of Europe or even of agricultural countries like Canada, Argentina, 
Australia or the United States of America. Like some of these countriea 
India is mainly an agricultural country but it does not possess extensive areas 
of virgin soil waiting for development. The problem of some of these countries 
I* to find the population to cultivate the soil whereas the problem in many 
parts of India is to find susWnance for the population in densely peopled 
rural areas. India approximates countries like Canada, Argentina or 
Australia in the fact that they are mainly agricultural countries but funda- 
mentally differs from these and other agricultural countries is as much as it 
largely consists of small holdings with dense population and also because for 
centuries past the Indian soil has supported an ancient people wuth the 
result that her soil has become considerably impoverished. Comparatively 
speaking, the area of virgin soil aw’aiting development is small. The climatic 
conditions are such that in many cases one cannot expect the same amount 
of energy* from the people as in European countries, Australia or North 
America. Theories of taxation and books of political economy are ]K3alIy based 
on observations mainly of European countries where conditions vary mate- 
rially from those of India. Such theories therefore should always be examined 
with caution l>efore they are applied to India. Indeed it is of utmost im-^ 
portance to re-examine these theories. From that point of view the establish- 
ment of an Indian school of political economy to examine Indian economic 
problems after careful investigation into Indian conditions~-economic, social 
and political — is important. Further, India has a peculiar revenue history of 
it# own dating back to the Hindu times. She also had and to some extent 
still has State monopolies p^uliarly her own. She has a system of adminia* 
tration which differs materially from that of other countries. Her political 
development and the source of governmental authority are essentially different 
fiom any important country of the modem world. She is at the pTessnt 
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moment in » state of transition politically, economically and socMiIIy. In 
short the peculiarities of India can never be conphasised too strongly. 

I am of opinion India has possibilities — perhaps gi^t possibilities — for the 
development of her potential wealth, agricultural, inchmtrial and rninoml, 
provided we proceed on right lines and with caution. One of the most ito«> 
portant sources of India’s wealth is agriculture, which at the present moment 
is in a state of utter neglect. A very large proportion of India’s population 
eke out a miserable existence from agriculture. The agrioiilturists are dis» 
organised, poor and ignorant. Primitive methods of agriculture still obtain 
in most parts of India. There are large areas, I speak more frotn my expe- 
rience of Bengal than that of other provinces, which yield only one crop 
with better organisation are capable of yielding more than one crop. In 
view of its immensity and density* of population, tropical climate and other 
reasons which it is iinnec^sary to elaborate, India is likely to <*ontinuei more 
or less to he an agricultural country of small holdings. The existence of these 
small holdings will continue to be an impediment to proper organisation and 
development of her agricultural resources. In suggi^sting future schemes for 
development of agricultural resourc'es the inevitable presencxs of small holdings 
must he taken as an existing factor. In other countries of sniall holdings—’ 
countries like Denmark and Western Germany — HiiiallncHis of holdings and 
poverty of agriculturists did not stand in the way of successful development 
of agricultural resources. Given the necessary go^-will Irntween the Govern- 
ment and the people, earnestness and reHounefulni^s there is no reason w'hy 
India’s progress in agricultural wealth — in spite of her small holdings — should 
not be as rapid and great an that of say Denmark. ^Another great impedi- 
ment to the improvement of agriculture is — and again I say with special 
reference to my provinct*, Bengal — the excessive degrees of subSPnfeudation. 
Bub-ill feudat ion means that a large number of people possess a fraction ot 
interest in the same plot of land. There are districts in Bengal where 25 
to 30 degrees of sub-infeudation is not uncommon. In most districts 8 to 
10 degrees of sub-infeudation is not uncommon. Where so iminy people 
carve out an interest in the same [)lot of land it is hut iiutural that none 
take an abiding interest in the improvement of land. Then again the ninii 
actually in possession of the land is generally ignorant and poor. He may 
have the w’ill to improve the laud but he lias neither the money, nor the 
kiiow’ledge, nor the capacity for organisation. The comparativel.v better 
plac^ed men above him have neither the legal right, nor the incentive of 
self-interest to improve the land. Sub-infeudation is largely increasing to-day 
owing to economic and social causes. Further, there is no clear-cut division 
between the *^raiyat” and the landlord,” using those expressions in their 
technical legal sense. The ” raiyat ” of to-day bec^omes the ” tenure-holder 
(landlord) of to-iiiorrow’ and vice verm, Attoiipts to protcj;t by legislation 
the interest of the raiyat, although such attempts are theoretically very desir- 
able, mean increase of litigation and the corise<|uenit iiniioveriHlirneiit of the 
people — landlords and raiyats. Ideas of giving the actual cultivator of the 
soil safety of tenure and status often end in making the real raiyat a tenure- 
holder and help increase of sub-infeudation which prcHliif*e8 such a baneful 
eifecit on the increa.se of agricultural wealth. Tlus vicious circle thus conti- 
nues. Poverty, litigation and suh-infeudation go on increasing and the pro- 
duction of a most imjiortant branch of national wealth is sapped at its root. 
In the interest of the improvement of agriculture it is desirable to decrease 
sub-in feuftation and to make so far as possible the holding of the raiyat, an 
economic holding. 

Development of industries is no doubt very necessary. Without such deve- 
lopment it will he difficult to find an outlet for agriculturists in areas where 
population has increased and for employment of young men who have to take/ 
1o the over-crowded literary vocations. This is, therefore, an important pro- 
blem wrhich should be kept in view. The industries to be develofied have to 
1^ carefully selected and should be such as can be expected to stand in world 
competition. Industrial education, technical education, improvement of 
labour and organisation of industries are, therefore, necessary for improve- 
ipent of indttstrial wealth. A line similar to that indicated for development 
of industrial wealth should he followed for the improvement of mineral wealili* 
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During the last 4 year» there has been a considerable increase In iaxaiion 
in the provinces as also in the Central Gkivemment. Such increase in taxa- 
tion did not enable the Provincial or Central Government to do anything 
appreciable for matters about which public opinion is keen. It is all the more 
necessary, therefore, to keep in view the need for retrenchment and also the 
fact that before any appreciable increase in taxation is thoni^t of, every 
attention should l»e paid for increasing the natural and potential wealth as 
also the resources of the country* Such increase will mean automatic increase 
711 revenue without increase in the rate of taxation or imposition of new taxes. 
With the improi^emeiit of resources of the c^ountry the taxable capacity of the 
people will increase and increase of taxation will under these changed condi- 
tions less unpopular. In short, what I advocat/O is to stimulate the pro- 
ductive capacity of the pe<iple. We may with advantage take a leaf out of 
the history of Japan. The Japanese constitution was f»romulgated by the 
Emperor elf Japan in February 1889. The new constitution came into opera- 
tion in 1890. At the time of the promulgation of the new constitution the 
Japanese people had given little evidence of industrial skill. The value of 
their foreign trade amounted to a very insignificant average per capita of 
the people. The wealth of the country was small. There was a heavy load of 
natioiial debt which was considered out of all proportion to the revenue. 
Administrative expenditure was already high and steadily growing, while the 
taxaf)le capacity of the people was believed to have stretched to its utmost 
limits. The new experiment of constitutional Government seemed to be 
thoughtful and experienced foreign observation full of danger and likely to 
produce the gravest consequences in the sober administration of the country. 
“The unpojj^ularity of the ministry was extreme. Hot-headed agitators* at 
variance in minor details among themselves but all united in their animosity 
against the ministrj* imbued with crude uiuligested ideas of civil liberty, had 
been for years disseminating sedition both from political platforms and in the 
press, notwithstanding rigorous disciplinary laws for the control of both.’- 
. . . “ The members of the new I)iet w(*re largely composed of the most 

notorious of these agitators many of whom were emhitter€*d V»y the memory 
of long terms of imprisonment.*' This was the state of Japan in 18i^. What 
Jajian achieved in 15 years' time is 'well-known to the world. In this enquiry 
wf are* however, concerned only 'with her achievement in adding to the 
resourcf^s of Government by additional taxation. The national revenue was 
little over 11 crores of Yens in 1893. In 1913 the national revenue 'was over 
72 crores of Yens 0 Yen is roughly 2 shillings) >)ut if the taxation increased 
t)> nearly 7 times the resonrees of the people were also increased far more 
largely. The value of foreign trade per head of population was only 4*3 
Yens in 1893 and that in 1913 was 25*52 Yens. The increase in the internal 
wealth of the people was still more remarkable. The fundamental point, 
therefore, is to lay down a policy for stimulating the productive capacity of 
the people. Without increase i i the productive capacity of the people in- 
/'rease in taxation is hardly a practical proposition. 

With these preliminary remarks I venture to offer a criticism. In my 
opinion the present time is perhaps the most unsuitable for making any sug- 
gestions for fresh taxation or even change of methods of taxation. I hope 
ii shall not be misunderstoocl. It is of the utmost importance to hold a 
profver enquiry at a proper time into this very important question as also 
into the cx>nnected and eciually important question of the economictcondition 
of the people. The two questions, however, seem to me to be unseparable. 
My reasons for submitting that the present moment is a very inopportune one 
are : — ^ 

(q) The economic condition of every country, India not exoep'ted, is in 
a changing condition due to the great war. As an illustration 
I may refer to the figures accepted by Lord Meston’s Committee 
and the actuals as found two or three years later. India and 
the r^t of the world have not yet arrived at economic stabiij'ty* 
Enquiries made at the present time based on hgures willed ajvs 
likely to be inaccurate are likely to prove to be undMendahle 
irhea normal times arrive. 
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(b) The pred^ent politieel condition of the country nnd^th^ spirit of 
di^ruat eTinced by the peopie townrda Government ana the Oov- 
ernment towards people. 

(e) In the present state of divided resfionsibility where initiative for 
taxation must come from ati irremovable executive and the 
responsibility for passing such taxation must be in the ^octod 
majority of the i»eo|>le, recommendations of the oominittoe, how- 
ever. sound, and attempts to give effect to such recommendations 
arill only lead to misiiiiderstaiidirig. 

(d) Tht' presfnt lonAfihtfion of India. — the present constiitttioit 
limited autonomy has l»een grantetl to the provinces. Provincial 
taxation is a matter to l>e initiated by the Provincial Govern- 
menu and can only he oarrie<i into effe<?t with the eoncurraiic?e 
of the non-official majority in the provincial councils. Any 
authoritative proiiounf^ment by an all- India Committee is not 
likely to carry much weight with the iion-i>fficial majority in the 
different councils wdio are likely to l>e sw’ayed* by their ItK^al 
predilictions, local public opinion and ] may add even local pre- 
judices. The recommendations of a committee like this will^ per- 
haps. precipitate initiation of measures by local Governmenta 
who will l>e misunderstood by their hx^al Legislati%*e Councils and 
this will only add to the diffic'ulties of the political and ec^onomtc 
position in all the provinces in IihUu as also in the Central Gov- 
ernment and Central Legislature. ® 

Lastly, the method of enquiry by an all-Tndia Committee, without provin- 
cial enquiries, does not seem to be suitable. The conditions of different 
provinces vary so inucii, the incidence of taxation are so different, the country 
so vast, even the climatic conditions are so different that an all-Tndia enquiry 
not preceded by proper {trovincial enquiries is not likely to lead to satis- 
factory results. How'ever eminent the meinbers of the committee may be, I 
do not think any one of the members or for the matter of that any set of 
men can a.ssert intimate familiarity with all the provinces in India. In fact^ 
f venture to think there cannot be any siet of men wdio can have familiarity 
with the conditions of every province. The Iwtter procedure to my mind 
would have l>een to start independent provincial enquiries and after such 
enquiries were completed to set up all-India Committee. But ns the Com- 
mittee has been appointed and has started its work, the practical proposition 
to-day will be to classify the materials already eolle<»ted — I have no doubt 
valuable materials have been collec*ted — ^and then to adjourn the sitting for, 
say, 2 years. During these two years provincial committee should be set up 
who should investigate into provincial questions and then draw up their 
reports. After such reports have been drawn up an all-India Committ^ 
should again Ije set u|>. For all these reasons 1 would resperdfully suggest 
that the Committee should not at this stage come to final decisions on the vety 
important questions which the questionnaires indicate they have before them. 
If, however, they decide to proc*eed with the consideration of these questions 
the least that they can do is to recommend the appointment of provihcial 
commit^ an4, await their final report till copiing to final decisions. The 
revision of the Meston Award u also a matter which should vitally affect the 
decision of the Committee. If the Meston Award is not set a8i&» then one 
set of consideration would arise wdth regard to provinces which have taxed 
and retrenched heavily for taxation and retrenchment always mean that 
the local i>eople are prejudicially affected from an economic point of view^', 
while if the Meston Award is set aside a different set of considerations would 
arise. 

For all these and othmr reasons my respectful advice to the Oonnnitteo ^ia 
that they should ask the Ckivemmmit of India to allow them to adjourn thmr 
aittings after preliminary evidence from alt the provinces has been collected^ 
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publish raluabJe e^'idenc© which they hare so far collected, in such 
form as they might consider most suitable, suggest the appointment of pro- 
vlncial committee to examine the questions of taxation and economic eonditiou 
of the i>eople and after such reports have been received proceed with their 
work at a later date. If it be found inconvenient for the present Committee 
to adjourn its sittings for a comparatively long |>eriod then a fresh committee 
might be appointed with as many members of the present Coinmittee as may 
then l>e available. I only hope the mistakes of the Meston Committee will 
not 1)6 repeated. I lielieve the Meston Award is one of the main reasons for 
the present political situation, but I do not blame the members of the Meston 
Committee. They were asked to settle most important problems within a very 
limit^ time and considering the shortness of time they did very good work. 
The subject which the present Committee has to report upon is far more diffi- 
cult, complex and important than the work before the Meston Committee. I 
urge that no hurried decisions be arrived at. 

Land revt^ntie and land tax . — So far as I can see questions Nos. 96 to 104 
have special reference to land revenue. Question 105 also has some faring 
on the question of land revenue. There are other questions too which are 
indirectly cjoncerned with land revenue. The aforesaid questions relating 
to land revenue and land taxes are, however, too theoretical for a man like 
nil whose knowledge of academic theories of political economy is limited. I 
do not, therefore, propose to answer these questions from the point of view 
of academic theories of political e(‘onomy. In my preliminary observations 
I have doubted the wisdom of the ap|)lication to India of academic political 
theories of students of )|f)littcal economy who learnt their subject from books 
of Kuropeaii political economy and ivho have not yet |>erfected an Indian 
school of potlcical ecorioniy based on observations of Indian conditions. In 
responding to the invitation of the Committee 1 desire to approach the 
question from the point of vi€‘w of a man of affairs who has some knowledge 
of his province. I do not propose to answer the questions referred to above 
cntegoricatly but 1 wimld like to give the Committee some idea of the real 
poHitioii about the pnicticabilitv of imposition of any land tax in Bengal. 


ArPdf popnhtfian and public health of Betujnl . — The total area of Bengal 
(British territory) is about 78,000 square miles. This is exclusive of big rivers, 
estuaries, etc., but include a comparatively small quantity of water area. 
O^^er 10 thousand square miles are forest, and about 16,000 square miles are 
represented by uncultivable waste, water areas, roads, railways, etc. The 
net cultivable area is only about 52,000 square miles. The area actually culti- 
vated is only 36, (KX) vsquare miles. The balance of 16,000 square miles of 
uncultivated but cultivable land is mostly economically uncultivable. Out of 
the cultivated area only about 41 thousand square miles are under two crops. 
The Bunderban portions of Backargunj, Khulna and 24-Pargana8, the North- 
Western half of Mtdnapur, a very large portion of the district of Bankura 
portions of Central Burdwan and some portions of North Bengal called the 
Barind have all along supported a very very sparse population. These areas 
are not likely to supimrt more population. Taking the whole of 78,000 square 
miles as the area of Bengal the average density of population of Bengal is 
678 to the square miles. The most densely populated district is Howrah where 
the average is 1882 t*o the square mile and the most sparsely peopled is the 
district of Chittagong Hill Tracts where it is 34 to the square mile. The 
average density of population on the cultivated area is over 1,206 to the 
square mile. Taking the total area of 78,000 square miles the density of 
population is higher than that of the British Isles or the United Provinces of 
India and is very much higher than that of any other province of India. If ^ 
the cultivated area alone be taken into account the comparative density proves 
to 1^ even higher. There is comparatively speaking little scope of extension 
of the area of cultivation in Bengal. The only hope is to increase the area 
of 2 crops cultivation. The pressure of population on agricultural land is 
indeed very high. The insanitary condition of the province is well known, 
me death is high. The average life in Bengal is less than §3 as agdinst 
56 of Great Britain. 
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I set out a table showing the distribution of oceu]>atioii : 


— 

Total population which 
included total workers 
(t.e., bread winners 
and dependants). 

Actual wwkers (i.#., 
breid winners). 

Dependant on agriculture and 
other rural occupation?*. 

n6,65a.6l)3 

(about 80 per cent, of the 
total population). 

10,570,270 

(mostly natives of 

Bengal). 

Dependant on industries <*r luui- 
agricultural labour including 
transport, trade, etc. 

ti,71B.088 

2,309,174 

(a large portion non- 
Bengalees.) 

Public administration and libera) 
arts in'duding men in the 
police force, army, nmipara- 
tively large number fieons 

attached to administrative 
office^, lawyers, medical men, 
teachers, etc. 

1.089,9''0 

340,701 

(the lower ranks mostly 
non B;*ngal«$.) 

Miscellaneous .... 

2.1«8,418 

^ 874,942 


From the alK)ve facts and figurc^s it will appear that the pressure on the 
pcpiilation in rural areas is very great. Most of thc^ rural areas being in- 
sanitary, the climate enervating and the average life »o short that it will be 
difficult for the Bengal raiyats to pay a higher rent than what he does at the 
present moment. It will appear that about 80 ^ler cent, of the total indigenous 
population depend on agriculture. As sub-infeudation and splitting up of 
holdings afe increasing, additional rent is not a practical proposition so far as 
the raiyats are concerned. More than 90 per cent of the industrial population 
is non-Bengalee. Most of the petty traders and the big traders are also non- 
Bengalee. Increase of rent will mean that an increasingly large number of 
raiyats will be driven from their land. If they have to leave their land it will 
be impossible for them to stand in competition with men of other provinc^es in 
towns. The physical condition of the raiyat is bad and mainly on that ground 
his capacity for sustained labour is limited as compared with men of other 
provinces. In Calcutta there is hardly any Bengalee constable. In the 
jqpfussil regular forc^e too the number of Bengal4E^ constable is very limited. 
A very large percentage of servants^ artisans and labourers are non-Bengalees. 
These are factors which no responsible body of men can ignore in considering 
the possibility of increase of rental from the Bengalee raiyat. 


System of land tenure and the income of eamindars and tenure-holden.-^ 
It will appear from the land revenlie administration of Bengal of the year 
1918-19 (I am giving the figures of 1918-19 as I have got the figures of that 
year analysed — the figures of later years will perhaps lead to a better result 
from my point of view) that the total gross rental of the province for that 
year was 12 crores 85 lakhs and odd and that the total rent-roll was 2 crores 
99 lakhs and odd. The total amount intercepted by the landlords (including 
hty that expression tenure-holders who are landlords in respect to their raiyaw 
was 9 Crores 86 lakhs and odd. This 9 crores 86 lakhs and odd were interoepteCI 
by the owner of the following classes and number of property : — 

Land revenue-paying estates 108^093 

Land iievenue-free estates 30^676 

Rent-free tenures . . . . . . . 36^068 

Rent-paying tenures 8,886*M7 

Total .3,566^899 
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Mo 0 t of these estates and tennres are held hy co-sharer landlords. As it 
will he difficult to calculate the number of actual oo-sharers I am pmoeedinK 
on the basis that each estate or tenure is held hy one [>erson. If it were 
possible to take into account the actual number of eo^harers the average 
income to which I have arrived at later will be even much less. Proce^ing, 
however, on the assumption that each estate or tenure is held by one indivi- 
dual we f.nd the following: — 

Total rent-roll 12 crores 85 lakhs and odd. 

JMuct land revenue .... 2 crores 99 lakhs and odd. 

9 crores 86 lakhs and odd. 


If we divide 9 crores 86 lakhs and odd hy 35 lakhs and 56 thousand and odd 
we find that the average income of a landlord is not more than 28 rupees 
a year. 

It will appear from the above that the landlords of Bengal are very poor. 

The? matter may he examined from another point of view. The total 
number of voters in the landholders electorate for returning a member to the 
Legislative Assembly is only about 650 in Bengal. Only those paying land 
revenue or cesses direct to the Government are eligible as voters in West 
Bengal. In East Bengal the land revenue and cess qualifications are smaller 
and permanent tenure-holders paying a similar amount of rent or cesses 
are also eligffde as voters. The revenue, rent or cess qualifications are such 
that the minimum income of the.se landholders is only about Rs. 12,000 a 
year although the maximum income may be several lakhs. From these figtpes 
it will appear that there are only about 650 zainindars in Bengal (barring 
infants and females) whose minimum income is not leas than Rs. 12,000 a 
year. From the figures of revenue-paying estates and the revenue-free 
estatee already given, it will appear that there are about 1 lakh 33 thousand 
aamindars in Bengal of whom only 650 (some of them own more than one 
estate) have a minimum income of about Rs. 12,000 a year. This means 
that only *05 of the zamindars have an income of Rs. 13,000 a year. 

The question examined from our local knowledge also points to the con- 
clusion that the number of zamindars with an income of, say, more than 
Rs. 50,0(W is extremely limited throughout the province and it is a rapidly 
diminishing number. The reason is not far to seek. Let us take the case 
of a zamindar who, say, in 1880 had an income of one lakh a year. He left 
4 sons. In the se<‘ond generation the income becomes 25,000 and if one 
of these sons has 4 sons the income in the third generation becomes 6,000 
rupees. 


Apart from the income on paper most of the zamindars and tenure-holders 
are heavily indebted. One principal reason of such indebtedness is that in 
Bengal rents are collected by expensive and harrassing methods through civil 
4<ourt8. 54 per cent, of the total number of civil suits instituted in Bengal 
are rent suits. 37 per cent, are money suits and most of these money suits 
are for kiifti handi (bonds executed by the tenants for arrears of their rent). 
A large proportion of these rent suits are instituted at the end o43 years 
and 11 months. It takes roughly about 3 years to realise rent by a suit so 
that the landlord often has to wait for 6 years far his realisation of rent 
while in the meantime he has to go on paying his land revenue and other 
outgoiinss. Realisation of rent by a suit means waetage of more than 35 
pw cent. ^ the total du^ due to litigation expenses. Litigation in rent 
suits apart from other litigation takes away a considerable portion of 
aaimndars and tenur^bolders’ income. The raiyat also spends a good portion 
these litigations. Litigation, therefore, x>eans a curse 
^th for ihe landlord and tenants and impoverishes both. It will, there- 
fore, app^w above that the zamindars of Benge? as a class are no 

longer u rich body. ^ 


leatira 


^ consider the question of imposition of ^ cess on the zamindars. 

tuu-lioldert or raiyats. I again take the fijrtires of 1918-19. The toW 



amount of cesfieft realised from the whole of the province was al>ottt 70 lakhs. 
Rou^ly speaking about half of this amount was paid by the raiyats and thw 
remaining half by the landlords. If this levy of 70 lakhs be enhanced by 
60 per cent, by the imposition of new cess the total amount anti be only 
Rs, 85 lakhs — not a very large sum. This new taxation, howev^er, will weigh 
yery heavily on the rai 3 rat 8 who are very poor and whose physical conditioit 
is deteriorating rapidly. As more than 99*99 per i>ent, of the landlords are 
also poor it will areigh very heavily on these poor men as a*en. 

In view of the rights granted to the aamindars by the {permanent settle* 
nient it is submitted that Government have no justibcntion in interfering with 
the permanent settlement contract either directly or indirectly by imposition 
of income-tax or any other tax on the aamindars. It is unnecessary to 
elaborate the point as the justiw of this position has been admitted by the 
Government inasmuch as up till now the samindari and agricultural income 
has been exempted from the operation of the income-tax. 

Abolition of permanent settlement will revolutionise the scH'ial^ p'ditica! 
and economic structure of Bengal and will not only affect the raiyats very 
seriously hut will mean acute economic distress to the poorer middle classes 
of Bengal. 

The problem of the poorer middle class of Bengal is very serious economic 
and political •problem. There are more high schools in Bengal than 
in the rest of the other provinces taken together, more colleges than in any 
three of the provinces taken together. The result of the outjjiit of educated 
and ha1f-€^duented men with mainly literary (Hlucaticfki has been deplorable. 
Many of these men eke out a miserable existence from their #maU landed 
interest. Imposition of any wss or any interference witli the permanent 
settlement will mean di.saster to these men. Such imposition will also l>e 
against the principle of just taxation because it will he a tax on a class of 
poor men who are least able to bear such taxation. 

As 1 have already submitted, rural Bengal is insanitary, its climate damp 
and enervating and any increase of the burden on the raiyats will be strongly 
resented. 

La.stly, pnradoxic'al though it seems interference with the |»eruianent 
settlement will mean large diniiiiutioii in the income of the Govemiiieiit of 
India from income-tax and customs revenue. The total amount of income 
tax raised in the province of Bengal in the year 1920-21 is 6 crores 7 
lakh.s and odd (at the present moment it is considerabb' higher). It was 
proved before Lord Menton’s Committee that 91 per cent, of the income-tax 
z-ai-sed within Bengal was paid by tax-payers of Bengal from sources such 
as income from jute mills, jute business, local mill industries, local house 
property, loc*al retail trade, local money-lending, etc. The income derived 
from ramifying business in several provinces with head office in Calcutta or 
other places in Bengal was less than 9 per c?ent. The amount of inc^omc-tax 
paid by local income-tax payers in Bengal in the year 1920-21 was, therefore, 
about 5 crores 53 lakhs. If we compare this with the income-tax realised 
that year from the province of Madras we find a very great difference. In 
that year only 1 erore 42 lakhs and odd was the income-tax from Madras. 
From this 1 crore 42 lakhs and odd should he deducted the income made 
outside the province hut as I have no available figures 1 am taking the 
whole of d- crore and 41 lakhs and odd as income-tax from Madras. Madras 
had then a population of 42 millions against Bengal’s 46 millions and the 
income-tax figures show propmiiionately mtich larger contribution from ^ngal. 

^ One reason for this larger contribution is that the Bengal raiyat and the bulk 
of the middle class men in Bengal are, comparatively speaking, better off than 
the similar class of men in Madras. If the condition of the Bengal raiyats 
and the Bengal middle class men be brought down to the level of ^ Madras 
raiyat and middle class men then in all probability there will be great dimi- 
nution in the income-tax received from the province of Bengal and the 
Government of India will thereby suffer very large loss of income. 

Similar result win follow in income from customs duty if the permanent 
settlement of Bengal he interfered with. In the year 192B^$ly 12 crores 81 
lakhs and odd were collect^} as customs duty from idm ports witkin ttm 



territorial jurisdiction of Bengal whereas only 1 crore 28 lakhs and odd were 
collfxrh^ a» customs duty from the |>orts in the territorial jurisdiction of 
Madras. The population of the two provinces as 1 have mention^ were 42 
millions and 45 millions respectively. Neither in Bengal nor in Madras 
cuHtoms duty collected from the ports of the province l)e taken to reprint 
duty paid by consumers resident in the province. But if figures are examine 
it can ^ established that out of 12 crores 87 lakhs more than 9 crores is 
Hengars real contribution to the customs duty realised at the po^ of the 
' provinco. The consumption of Bengal in cotton manufactures, foreign liquor 
and tobacco, machinery, articles of food and drink, cutlery, hardware, is 
comparatively higher as compared with that of other provinces served by 
ilu* port of Calcutta. Further, the export duty on jute, and the bulk of 
the export duty on rice, tea, and hide and skin are Bengalis. If the whole 
of the J crore 28 lakh.s and odd collected from the Madras be allowed to 
Tdadras without any deduction, the income from customs duty is only about 
one-ninth of the income from the portion of customs duty which can legi- 
timately l>e claimed by Bengal. Bengal is in a pf>sition to pay more customs 
duty Ix^ause her raiyats and middle class men are better off as compared with 
those of Madras. 

Any direct or indirect interference with the permanent settlement of 
Bengal may bring some additional income to the Local Government of Bengal 
(as land revenue is a provincial subject), altlnnigh such additional income 
will mean very great hardship to Bengalees, yet its inevitable result will be 
that the income of th^ Government of India from income-tax and customs 
duty will diminish very largely. Is it then worth while to interfere with 
existing coffliition.s wdiich have a history of more than a century behind 
theiii ? 

Dmth duties, — T am opposed to death duties specially in a province like 
Bengal where the average life is about 23 and where partition plays such 
an important jiart laith to the Hindus governed by Dayahhag school, and 
Ihe Muhammadans. If imposition of death duties has meant such a hardship 
to the landc^d class in England where average life is 56 and where the law of 
primogeniture prevails, its imposition in Bengal w'ill mean that most of the 
landed estates will l>e sold away in no time. 

I w'oiild like, liowever, to put forw^ard, not in my capacity as the Secre- 
tary of the British Indian A.ssociation but in my individual capacity, a 
suggc^stion which to my mind seems practicable. Under our system we are 
not bound to take out letters of administration on intestacy. If it is made 
com|>ulsory for all intestates leaving an estate valued at more than Rs, 10,000 
considernhte income without much serious hardship can he realised. I sug* 
gest, however, that tVie rate for the letters of administration on intestacy 
should be half of that levied for a probate. There is also another suggestion 
which 1 offer in my personal capacity and not as the Secretary to the British 
Indian Association. Hindus governed by the Dayahhag school as also sepa- 
rated memliers of a Mitakshara family and Muhammadans have in some 
eases to pay a probate duty for obtaining letters of administration whereas 
the joint members of a Mitakshara famjly, who form a large section of the 
Hindus, e8ca))e payment of duties for leters of administration. Compulsory 
duties to obtain letters of administration should be levied in case of the 
Mitakshara family but in order to minimise the hardship two conditions 
should ho made (a) ihe duty should be not more than 1 per cent, where the 
value of the separable shares is between 10 to 50 thousand and (b) 2 per cent 
for higher* 

Inmnie-iax on agHcultural income, — Apart from other reasons no income- * 
tax on agricultural income should he levied on the aamindara becsvse of the 
promise in the permancmt settlement contract. Apart from this promise 
income-tax levied on agricultural income will bring in a comparatively small 
sum. In view of the fact that €k>vernment of India already derive a large 
income from the income-tax from the province the tax should be an unjipst 
impoattion^ on Bengal. Zamindaries in Bengal are rapidly ceasing to 
be economic properties and imposition of income-taa^ will hasten the process, 
Hiere are very very few bond fide agrioulturip^ whose income from agrt- 



<!ulture win not reaeli the limit of eren Hs. 1,000 o year not to«peak of 
Its. 2.000 a year. The agricult iirist in Beni^l generally holda amall holdings 
Olid the income is comparatively streaking insignificant. There is no justi. 
lii htion for imposing income>taK on the hoii4 fide agriculturists of Bengal. 


Sir P. C. Matter gave oral evuleiice as fbllowa 

The President. Q. — ^You have sent us a pai>er in which you say that you 
are speaking not as a student of political economy but rather as a man of 
affairs; and you are speaking as a representative of the British Indian Asso- 
ciation P 

A. — Yes. I would like to say this. The letter asking roe to give evidence 
only reached me on Thursday afternoon. I had, therefore, to prepare this 
note in a hurry. The British Indian Association’s annual meeting tCKik place 
yesterday and we had no time to allow the new^ Committee to go through it. 

Q . — Would you mind explaining to us exactly what the constitution and 
objects of the Association are? 

A. — It is a very old Association, one of the oldest Associations of this town 
and, if I may say so, the premier Association of this part of India. It has as 
its members landholders and other men with a stake in the country. They 
take a good deal of interest in politics and public affairs. 

Q. — It is not solely a landholders’ Association? ^ 

A. — No; there are among the members merchants also. 'Hiere are also 
ral(*utta landholders, that is, house property owners. 

Q. — It is a political association of Indians with a stake in the country? 

A. — Yes; that will be a good description. 

Q . — You say that India does not possess extensive areas of virgin soil 
waiting for development.” But are not there such areas, for instance, in 
Assam P 

A. — I have spoken more with reference to my province of Bengal. I know 
therri are such [daces in Assam and elsewhere. Hut (ronijmred with the 
density of the population there is no large quantity of virgin soil awaiting 
development. 

Dr. Varanjpye. Q. — We were told that in West Bengal especially, it is 
difficult to get stable and permanent occupiers for the land. 

A . — In Western Bengal, the position is this: it is becoming unhealthy due 
to many years of neglect. It is even difficult to get sturdy cultivators. 

The President, Q . — ^We have been told that from Mymensingh and other 
places cultivators are migrating to Assam in large numbers. 

A. — Some of them are and some are not. It is always a question of supply 
and demand. 

Q . — If they are migrating to Assam, there is a danger of the Assamese 
being submerged. 

A. — ^Yes; one of my points is that the population in rural Bengal is much 
denser m compared with the population in England. When you find that in 
Sng)/and more than 70 per cent of the people live in urban areas, you can well 
understand what the pressure must be in rural areas in Bengal. That being 
the position it is only natural that if there is virgin soil people will migrate, 

— .Yon say that India has a peculiar revenue history of its own dating 
hack to the Hindu times.” . Does it date hack to OhandraguptaP 

A. — ^I do not want to entmr into theories, as I said. What I mean is tiaat 
Huhammadan revenue history was really based on the Hindu system, 

— ^And your theory is that the British administration has oontinned iUi 
with modifications and what is going on now is practically what was going 
un in Chandragupta’s time? 
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4*— ’lifMiAy not be quite accurate to say that. I may say that in the^ 
Brithih system there is a foundation of the Muhammi^an system and in tho 
Muhammadan system there is a foundation of the Hindu system. Because^ 
the Muhainniadans fxot the empire from various Hindu kings , whereas 
Chandragupta and others like him were all-India Emperors. At any rate^ 
all northern India was under their sway* 

Q , — Do you find the present system in the Artha Shastra P 

A, — ^To some extent, yes. 

Q , — You say, “ agriculture at the present moment is in a state of utter 
neglect.*^ 

A. — ^Yes, due to disorganisation mainly. 

Q , — Have the Agricultural Department done nothing to improve it? 

A, — They have been trying to do their best but they could not do much* 
But considering the very limited resources at their dispmal and a^ consider- 
ing that the problem is so very vast and the public opinion is so little roused, 
I do not think they could do more. I know that in some provinces they have 
done some useful work. Their organisation is this. They have got at the 
headquarters a Director of Agriculture. There are then one or two Deputy 
Directors of Agriculture. Then in the districts there are officers on a poor 
salary of Rs. 150 or Rs. 200 and they have to do propaganda work over a 
large area, often three or four thousand square miles. A better organisation 
is necessary to do the work satisfactorily. 

Q . — ^You have no parties going about and cultivating plots which are let 
to them by landholders? s 

A, — ^There^re parties like that; but considering the area of the province,, 
they are not enough. 

Q , — In other words, that is one of the respects in which the country is 
underdeveloped ? 

A. — Underdeveloped in the sense that there are various places in Bengal 
where it is possible to grow two crops instead of one and I believe I have given, 
the figures from tlie Census rei>ort. 

Dr, Ryder, <?.— The point which you are mentioning is that State help 
is not sufficient; I want to know whether the landholders of Bengal have 
done their share in making two corps grow where only one crop grows. 

A, — They have done their share where the law has given them any right. 
But where the law did not give them any right, then it would be trespass on 
their part in the first place and secondly the incentive of self-interest is 
wanting. 

Q , — ^Do you mean to say that the landlord is prevented from making even 
the two annas in the rupee enhancement? 

A, — Not exactly prevented by physical force. Take a holding paying a rent 
of Rs. 20 a year. An increase of two annas in the rupee means Es. 2-8-0. The 
capitalised value of that is about Rs. 40; and if the landlord wants to get 
that increase through the law courts, he will have to spend about Rs. 1,000 
and the raiyat has to spend about Rs. 800 in defending the action and no man 
out of Bedlam will do it. If, there were a simpler process, perhaps certain 
executive officers being on the spot decided the question, if the landlord 
got his prefer share for the money that he spent and the raiyat also got larger 
share as his profits, then perhaps there would be some incentive. But now if 
he wants to have an increase, he has to file a suit in the Munsif’s court ;* the 
matter will be heard after three years ; he will have to bring his witnesses 
lirom any distance; the matter will again perhaps be taken up in appeal, 
they generally go even to the High Court; and before the Utigation is com- 
plete. h€» will have to spend a lot of money. 

The Freeidenf, Q.— The position is that the country is not overtaxed hub 
uuderdeveloped ? 

A,-*~No; the position is, the country is overtaxed considering all the sur- 
rounding circumstances, the bad health of the raiyats, the density of the popula- 
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tio^ and the consequent pressure ^thereupon. It is also underdeir^^ed. Thm 
heay taxation presses all the more because of underdevelopiiient. 

^T^What I gather is the country can afford to have tiie present level of 
taxation if it were properly develop^, 

jl.p- No; that is not so. If it is properly developed then the present heavy 
^xation will press less heavily but even then further taxation cannot be 
justly imposed. We have 36,000 square miles of cultivated area and on this we 
^ have a land revenue, roughly, of 3 crores of rui)ee8. Take, for instance, Mad* 
raa. The area there is 123,541 f^uare miles and the land revenue is 5 crores 
and 13 lakhs. If Bengal is paying 3 crores on 36,000 square miles, it is not 
underassessed. You spend in Madras a large amount, perhaps a crore and 
a half, on collection owing to the raiyatwsri system. 

/>r. Paranjpye. Q. — Does it not also depend upon the fertility of the soil? 
You cannot compare Bengal to Madras or Bombay without considering the 
attendant circumstances. 

.4. — Take the u'hole area here and the whole area there and also consider 
the attendant circumstances after proper enquiry, but do not assume that the 
attending circumstances are favourable to Boiigal without a proper enquiry 
on the point. 

The Prer^idcnt, Q . — So your conclusion is that Madras is very much worse 
off than Bengal? 

4. — The raiyats are worse off hut the Government is not better off; because 
you collect 5 crores and odd there; and you spend nearly 1*76 lakhs on 
collection. • 

Dr, Paranjpye. Q . — ^How do you get that? • 

4. — I get these figures from the Civil Budget Estimates. 

The President. Q. — May I ask you w’hether you include the chowkidari tax 
ill your Civil Budget Estimate? 

4.— No. 

Q . — But we do. 

4. — That may make a little difference. 

Q . — But 57 lakhs is a considerable amount. 

4. — Yes, take that into accrount but in that case take other Bengal taxes 
into account too. My main point is that the raiyats are worse off and Govern* 
ment not better off, if at all, due to the faulty system. 

The Uon'hle Sardar Jogendra Singh. Q. — If you have to bring so many 
suits* for the collection of land revenue, what does that indicate? 

4. — ^In Bengal we have to sue in civil courts and not in revenue courts* 

Dr. Paranjpye. Q . — Do you think it is a mistake in the law? 

4. — Partly yes, partly no. That question, if 1 may say so without any 
offence, just indicates how difiicult it is for a stranger to understand the diffU 
culties of Bengal. In Bengal there is no revisional settlement for land revenue 
purposes and the rights are in individuals from the time of the penrsnent 
settlement. So that it is perhaps right that civil courts should deal with these 
matters as important interests are affected. In Orissa you have thirty years’ 
settlement. At the end of every thirty years Government steps in and setite 
the disputes, adjusts alt rights. The rights of the individuals are therefore not 
. so valuable in temporarily-settled areas as ih permanently-settled areas. In 
Bengal if you were to have suits in revenue courts, valuable rights mig^ he 
seriously affected. 

Q . — ^Do you think th^ are worth anything? 

4.— Their worth varies hut they are often valuable to the owner who is not 
nlways a rich man. But their value is gradually diminishing owing to circum- 
stance over which neither the landlord nor the tenant has any control. 

The PreHdeni. Q.*-^You say ikat it is on account of the absence of tlm much 
more expressive system of land revenue of Madras that the Bengid reiyat Is 
wary much better off? 
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partly, but my answer is as I have already said, the Madm sj^tem 
is not really better for Government but very much w* orse for the raiyat. 

Q, — The consequence is that he is able to spend nine crores out of his sarplue 
in customs duties on luxuries. 

A — Not the raiyat so far as the bulk of nine crores is concerned. Tke bulk 
of the nine crores is divided amongst a very large number of tenure-holders 
who uidividually get a few rupees only. The custonxs duty is in most oases not 
paid frr luxuries. The poor raiyat must have a pair of dhotieB, The better off 
should have a pair of snoes. The poor raiyat ought to have salt. For these, 
necessities he has to pay customs duty and when a large number pay even small 
sums individually the total becomes a large amount. 

Q , — The poor raiyat can weave his own dhotie? 

cannot; because that industry has become so much disorganised that 
it is not possible for him to do it. That industry has been killed. 

Q , — He need not buy a Manchester dhotie. 

A. — Not necessarily. There is another point which 1 must mention. In 
Bengal 71 per cent of the people die before 30, 85 before 40 and 93 before 50. 
Our average life is 23 against 53 of our British fellow-citizens. 

Q, — Are you including the infantile mortality? 

A. — I am giving these figures excluding infantile mortality. I have worked 
out the census hgures myself. If that be the health condition of the people you 
cannot expect too much. It may be that the Bengal raiyat is better off than the 
United Provinces or the Madrasi raiyat. But the health conditions, the presence 
of litigation throughofft the year and other sorrounding circumstances are 
highly injursDus. 

Q . — Yet they have a surplus of nine crores to spend on customs. 

A , — The nine crores do not belong to the raiyat nor is it wholly spjBnt on 
customs. 

The Honshu Sardar Jogendra Singh. Q. — What does it work out to per 
head of the population ? 

A. — In iny opinion we have not got enough materials to work it out. If you 
would appoint a capable offic?er with a suitable staff and if that officer he given 
one year’s time he may arrive at figures which may be very roughly dependable. 

4?. — You are of opinion that the Ciinmittee should take a longer time for its 
enquiry? 

-4. — Yes, very much longer and there ought to be far more detailed enquiry. 

Th^ President. Q . — One of the great evils is the excessive degree of sub- 
infeudation. And ill most districts 8 to 10 degrees of sub^infeudation are nob 
uncommon. 

A. — It is rapidly increasing due to social and economic causes. 

Q . — ^There is nothing to check it. 

A.— -I do not want to surest off-hand. If a committee is appointed to, 
enquire into the matter and if it creates public opinion on the subject it may 
be cheeked. India has got a peculiar revenue history of her own dating back 
to several oenturies. In Bengal since 1793 there have been many vested inter- 
ests and rights for valuable consideration created since that date. We cannot 
write now on a clean slate. From the year 1840 to 1880 was a perioff of great, 
agricultural prosperity in Beuggl. Hoads were opened, railways and steamer 
companies went into the interior and the value of articles of food also increased.' 
That gave a great incentive to rural prosperity. Then about the early mghties • 
came the jute. That gave another incentive to rural prosperity. Before the 
Bengal Tenaiioy Act came into operation the landlords and tenants were not 
estranged and hoth the landlords and tonante increased toeir income. After 
the land laws were introduced litigation increased and if any one will go through 
the iudioial statistics one will find the great extent to which litigation has- 
iiioie«»KMra. In the mean time as rural l^ngal became less isolated imported 
articles forced their way into vill^es. The standard of life improved and the 
cost of living became higher. This initial proi neritv began to be a diminishing 
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quaniHy. In the meantime tenure-holders and rai:rat8 began to be educated^ 
when o|e member of the family came to town he would leave his land with sonie^ 
body fot a short time. After some time he would be inclined to let it out* A. 
raiyat comes to town and starts life as a petty trader. The same story is repeat- 
ed, siib.^fendatiou increases. It ia the same in the case of the samindam also. 
Take a ^mindar with an income of rupees eight thousand. He has got four 
sons and the sons come to town, get educated and become pleaders, doctors and. 
so on. The income in the share of each son from the anc^tral land is not 
enough for his support. He has to supplement that income and starts living in 
a town. Naturally his share in the land is left in the hands of somebody. 
One of these sons leaves 3 or 4 sons, the situation becomes worse and the result 
is in the second generation that property ceases to be an economic property. 

Q , — None of those Government servants and doctors return to their villagoa 
and buy lands? 

A, — Some of them do. In the olden days more of them used to do it. For 
the past 30 or 40 years the health of Bengal has become so changed for the worto^ 
that anyone wlu) tried to settle in a village and purchased lands returned a 
sadder and wiser man. 

— It is not one continuous progress. But is there not action and counter- 
action? 

A, — |The unhealthiness of rural Bengal has added very materially to th# 
economic difficulties and the normal state of action and counter-action could 
not have a free play because of the unhealthiness of rural Bengal. 

Q , — Is it new? * 

A. — Comparatively speaking it is new. The great Burdwan ffiver started^ 
in Burdwan, spread to Nadia, Jessore and then to other districts. Unheal^i- 
ness increased considerably as the reports will show during the last tliirtjr 
years. Very little can be done in Bengal unless the health problem is solved* 

The Hon^hle Sardar Jouendra Singh. Q , — Also the food problem? 

A. — Yes. I consider the health problem as more important, but the two^ 
problems are intimately connected. It is a vicious circle. 

The President. Q. — You say increase in taxation did not enable the Cen- 
tral or Provincial Government to do anything appreciable for matters ahoii^ 
which public opinion is keen. 

A. — was in the unfortunate position of being a Minister for three yean. 
We started with a deficit of about 2 crores and 10 lakhs ; we retrenched to tha 
extent of about 1 crore 75 lakhs, introduced fresh taxation which brought in^ 
about 70 lakhs, and got our contribution of 63 lakhs remitted for three years. 
With all these we were just able to balance income and expenditure. 

Q. — Has there not been a steady transference from the reserved to the^ 
transferred side? 

A . — No such question arose in Bengal, because there was no money either 
for the reserved or transferred subjects. 

Q . — ^The percentage of total revenue spent on the reserved side had 
creased and on the transferred side it had increased. 

A. — ^Not in my province. It was about 35 per cent in the beginning anA 
35 per cent in the end. No such question could arise as our deficit was sa^ 
huge. 

Q. — ^Have you read Sir Visweswara Ayyar’s book on the Beconstructioft* 
•of Iifdia*^? 

A. — 1 read it some time ago; but don’t remember it full. 

Q. — ^Did not the principal f^tor of the reconstruction of Japan depend 
upon the redistribution of taxation? 

A. —-Yes, but there was a fundamental difference. They had a nationftT 
government there. Although there too the Ministers were unpopular in the 
beginning they eocm ceased to be unpc^ular for, alter all they were Ministers 
irf their own national government. Here if your countrymen #aat to Uke tho* 
initiative to introduce fresh taxation they will be misunderstood. Even if thO' 
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MeiniSpr in charice of the Finance Deiiartment were an Indian and if he ircve 
to introduce fresh taxation he too would be misunderstood but in case of some 
Indians not to the same extent; Indian members of Government are called 
brown bureaucrats. I was instrumental in introducing taxation while I was 
a Minister in charge of some Transferred Departments but T was misunderstood 
although the taxes were introduced with the best of intentions. 

Q . — You say that without increasing the produ<*tive capacity of the people, 
there should be no new taxation and you advocate that the productive capa- 
city of the people should be stinnilated. In this connection, you quote the 
case of Japan, but is it not a fact that the progress of Japan was coincident 
with the period when there was high taxation ? 

A , — The assumption is not nefessarily accurate. In Japan they had their 
own national government and the Ministers were responsible to their owni 
countryman for the action of Government. No doubt in the beginning their 
Ministers were not very popular at first, but they gradually gained the con- 
fidence of the i>eople for their Government and the people being their country- 
men the difficulty was much less. Here it is just the reverse. If the Govern- 
mcmt here were to introduce any new taxation, they will he misunderstood. 
Taka for instance, if my esteemed friend the Maharajadhiraja Bahadur of 
l^unlvvuM were the FiiiHiice Minister and introduced a new taxation Bill, he 
would be misunderstood and it would be said that his was the action of a 
Ijrown bureaucrat. Therefoie I would advcx^ate this — retrench, retrench, re- 
trench. Spend ever 3 ’ )>ie that you save by retrenchment for increasing the pro- 
ductive capacity '-f tla* people and let the people realise that the Governnient' 
has tried best in minimising its expenditure to its utmost and in spending 
the savings effected for the good of the people, and then the Gkivernment will 
get co-operation from many to increase its resources. In this way taxation 
will he an easier ^iroposition and the fruits of this taxation should also be 
employed for increasing the prtal active capacity of the people. I know it is 
very difficult now for anybody to convince the p€^ople of the need for further 
taxation. When I was a Minister I had to introduce three Bills in my time, 
and I was also misunderstood. 

— You hud a ver^’ strong Iletrenchment Committee in Bengal? At least 
a fairly strong one? 

A . — 1 cannot say it was a very strong re^iresentative Committee. The 
people would have liked a stronger and more representative committee. The 
opinion of the Committee was that there was considerable room for retrench- 
ment, but the main difficulty was that many subjects were mostly on the 
reserved side and could not be retrenched without the sanction of the Secretary 
of State, which apart from other difficulties mean years of delay. That is why 
I say the present constitution makes it very difficult to have freedom of action. 

Q , — When you say that without increasing the productive capacity of the 
people, no neiv taxation should be imposed, does not the converse hold good? 

A , — The converse would hold good only if I were convinced that there was 
no room for further retrenchment, hut 1 say, retrench, retrench and retrench. 
Once you finish the retrenchment, you can very easily turn your attention to 
possible avenues of new taxation for increasing the productive capacity of the 
people. ^ 

Q , — Then again you make some criticisms about our terms of reference and 
suggest that we should take evidence and then retire into private life for 
some time. I am afraid that this might be construed as meaning that wem 
were ^ying to shirk our job in not forming our owui conclusions. 

A, — ^But I say, Sir, that your job is so very difficult and your time is so 
very limited that any attempt to finish this very difficult job in a few month’s 
time would be neither fair to the country nor to yourselves. 

Q.— Wo are not proxmaii^ any new scheme of taxation to be broui^t into 
force, but we are only giving the pro^ and com on the materials which 
Inve boon dioemsed now and then in the hndmt speeches in past and; 
locating public opinion and collecting materiids osi theee. 
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.1 . — If 1 may say so without any impropriety tO you* if you oome^ a 
4^siofi without fuU materials, then it will be impofiaible for you to eoma W 
right eonrlusiona or to give the right leedi to the piiblio. 

The Bon^ble Sardar Jogendra Singh. Q . — ^Your point is that the 
mittee cannot formulate their decision without hoving such materials before 
them as can be obtained from a thorough economic enquiry, is it not? 

A. — Yes, that is my opinion. First of all the problems are t^o vast ft>r an 
alhlndin Committee, and then your Committee requires a gocnl deal of assist* 
ance from every province. Take, for iii.staiu'e, Bengal, its problems are so very 
difficult that it will require at least one year to understand its problems for a 
verj’ hard working man. You require the help of Provincial Governments and, 
of provincial committees to a greater degree than it is possible for you to get 
now. 

J?r. Ryder. Q. — Maj' I ask you to specify exactly what are the taxation 
problems you have in mind? 

A . — ^Taxation prcfblenis in what sense? If I were to speak generally accord* 
ing to your terms of reference, I say Bengal is the most heavilj' taxed province 
in India. 

The President. Q. — Have you not told us that land revenue is very much 
lower in Bengal than in the other provinces? 

A . — Laud revenue is not the only s(»uree of taxation, but there are other 
sources of taxation. I would give you a rough calculation, of course, subject 
to correction. For the whole province of Bengal about 37 crores of rupees is 
raised by the Imperial Government and Provincial Goverj|ment excluding the 
local l)n?lies. Out of this roughly 11 rrores of rupees belong to the Local Gov- 
eminent and of the balance of 26 crores althougn the whole of that Smouiit is 
raised in Bengal yet the whole is not necessarily Bengal's. For example, we 
raise something like 8 crores of rupees as income*tax. Out of this B crores, 
about 91 per cent is Bengal’s own on our local retail trade, our house pro* 
pert^’, our jute business and certain other local sources. I think we proved 
l^fore the Meston Committee that 91 per cent of the income-tax raised within 
the province w^as really Bengal’s own contribution. Therefore we can claim 91 
per cent of the income-tax. If you take income-tax which is about 8 crores 
of rupees, nearly 7 crores is Bengal’s own, and again if you take customs duty 
about 65 or 70 per cent is Bengal’s own, ?.c., paid by consumers of Bengal. 
Therefore if you take the figures and compare them with th<^e of other pro- 
vinces, the only province which would compare favourably w'ill be Bombay; 
bearing that no other province would compare with Bengal at all. 

The Roh'hle Sardar Jogendra Singh. Q. — Your fear is that the economic 
theories based on the knowledge of other countries in the world would not 
hold good in the conditions in India? 

A, — Certainly. I have discussed with professors with erudite knowledge 
in the science of economy, but their conclusions alw'ays seem to be based on 
no knowledge of Indian conditions. I mean to say that to come to any con- 
clusion regarding the taxation of India, you must have ocsurate and exhaus- 
tive knowledge of villager in India and more time at your di'*po«aI. 

Dr. Ryder. Q. — So far as you say that income-tax is taken out from your 
province, that is not a problem peculiar to Bengal, but it is a problem pecu- 
liar to all the provinces? 

A. — do^ot think so. If you compare what is taken from other provinces^ 
you would find that Bengal pays very much more. 

Q. — ^That is due to the fact that some of the chief industries have their 
c&tres in l^ngal. 

A. — ^You may exclude the ramifying industries and include only such indus- 
tries which are exclusively BengaPs. I would give you examples, one by one. 
Take the jute industry. It is undoubtedly Bengal's. Apart from income-tax 
from the jute industry a lump sum is rais^ from export duty in jute and it is 
for this reason Bengal has become so unhealthy, but the Government of India 
has no right to take away 3 crores and 50 lakhs of rupees and not gpend a 
single pie for the health and comfort of the raiyats who deal with this stuff. 
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*^0 Kite induetry is encouraged to the detrlnietit of the raiyat himself. It is 
grown at the expense of the health of the cultiTators themselres, and the 
^Ooremment of India has no right to take so much income without attending 
to the health of the people who grow this coimnodily. 

Thp. Prandent, (^.—Those are far fetched arguments. 

^.-j-Not at all. 

Q . — You choose to engage in a dangerous trade and the Goreminent takaii 
•income«tax from you? 

A, — That won’t be a correct way of putting it. Jute cultivation by itself is 
'not a dangerous trade, but out of the income derived from this indiistry, the 
<Iovernment should spend at least 20 per cent of it for the health of the 
people concerned. Tlven if it be assumed to he a du^erous trade the em- 
rployers of labour in such trade have a special responsibilify. 

Dr. Hyder. 'Q . — ^Yoii brought jute on to the lands of Bengal which are 
marshy and full of woter. They pay land revenue and that is fixed perman- 
•ently and that jute is manufactured into a commodity which is an entirely 
different thing to the growing of jute. 

A * — am not talking about the manufacturing portion of it. 

Q . — ^Your point is that jute is produced in Bengal and that it brings disease 
*to the people and Government spends nothing to allay this disease? 

A. — ^My point has nothing to do with the manufacture of jute into finished 
•commodities. My point is confined solely to the growing of jute. Jute is 
•grown under unhealthy conditions, for example, people who are to clean the 
jute have to spend r^long time in water and for hours together. There must 
%e cesspool j and stagnant water, etc., in order that jute fibre can be extracted. 
<les6poo]s and stagnant water contribute towards unhealthiness of the pro- 
vince. 

Sir Percy Thompson. Q . — ^You realise that the Government of India does 
mot take even one pie out of the growing of jute? 

A . — Certainly it does take about 4 to 6 crores from jute but I want to make 
one point clear first. When I was referring to the income from jute amount- 
ing to more than Jli crores of rupees, I was referring to the export duty on 
;jute. From the export duty on jute, Government gete roughly crores and 
there are few corn iiifKli ties in addition which bring this duty and they are, 
tea and hides and skins. Out of these commodities, jute is the monopoly of 
Bengal and the cultivator grows it. He has to grow this under very insani- 
tary conditions and so if the growth of jute adds to the wealth of Bengal, 
it is but fair that the Government or w^hoever takes this tax should also see to 
the health conditions of the raiyats who cultivate it. Besides the export 
•duty on jute Government of India takes a large income from the income-tax 
•on jute industries. 

Q . — You are raising a very controversial point as you say 3i crores of 
Tupees is paid by Bengal. The wdiole theory is that jute being a monopoly, 
it is being paid by the foreigner? 

.4. — Raw jute is not a monopoly, but its finished product is the monopoly. 

I can give you my own experience during the war period. It was the jute 
mill owners w^ho were the monopolists and during those w'ar periods the raiyats 
had to sell at a very low price. The reason w^as this. Outside jute markets 
were stopped and during the war when shipping was stopped the local jute 
millowmers became the only purchasers and the result was that they oould 
buy the raw jute at a very cheap rate and they could sell this monopoly at any ^ 
price they chose. I suggest that tlie monop<^y is of the finish^ product 
€.04 If the jute is not grown, jute sacks will not 1^ made. 

People want jute sacks for many purposes, ijiey do not want the raw jute. If 
ten times more raw jute is grown than is necessary, then more raw jute won’t 
he purchased than is necessary. Therefore jute sacks will continue a 
monopoly so long as there is a demand for them and there is always a demand 
for them. Baw ju^ is not the monopoly, but it is the jute sack which is' the 
monopoly. Even if we assume it is a monopoly, we are only concerned with 
tihe pr<^ts of the monopoly. 
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Dr. Hyder. Q . — ^In reply to Hon’bie Sarctar Jogendra Singh, ywf said 
that economic theories of other countries cannot be applied to India. I ask 
you, the sum total of the economic theory resolves into one or two points. 
Oim is price. Would you say that prices here are managed on some other 
foinciple than prices in the West? 

A . — I would not like to be led into this controversial point as 1 an\not a 
student of political economy. But I can place before you some special coiidi- 
tion of India, for example, India is the producer of raw- materials. India 
exports a good deal of her raa^ material and India is the consumer of large 
quantities of finished products manufactured in other countries. It is neces- 
sary to re-examine the general truths you may mention and what deductions 
have to l>e drawn from thase truths when applied to Indian conditions. I 
would lay more stress on deductions with dui^ regard to Indian conditions. 

Q , — But this has nothing to do with our question. I put it liefore you 
whether you think the princiv>le8 of taxation as enpnoiated bj* the people of 
the West are applicable to this country or not P 

A . — It depends on so many factors. It is such a general question that I 
cannot give you a definite answer. 

Q . — I ask you whether another principle is not this : That Government in 
making a scheme of taxation ought to obtain the resources reijuired from 
people who are able to pay? Would you admit this in the case of India or 

notP 

A. — Yes. The logical conclusion would l>e that the rich man must pay. 
Then the question will arise as in England, comparison between rich men and 
poor men. As a sell-governing nation England can afford to tq^ the rich 
men and if need l>e its poor men, hut in India under its present political 
evolution, if you tax the rich unduly, there will Ije a good deal of agitation 
amongst that class. You ought not to tax the poor in a country like India 
unless it is absolutely necessary. Therefore, the application of those principles 
to the conditions of India introduces difficulties. 

Q , — Taxation is not welcome anywhere, but would you admit that the rich 
must pay more to the State? 

A. — For that my answer would be that the system of Government is so 
very different hero, it would be dangerous to increase the tax now on any 
class. 

My proposition is that the landlords and the rich people are not inter- 
changeable terms. In England it may be so, with its law of primogeniture, 
in Bengal at least 99*5 of the landlords are very poor men. 

The Hon'ble Sardar Jogendra Singh. Q. — Don^t you think for the econo- 
mic welfare of the country, you want accumulation of capital and you want 
more richer and middle class peoxileP 

A. — Yes, but only those who would be able to utilise their capital for the 
development of the country. 

Dr. Hyder. Q. — Is it your proposition that you should reduce the taxa- 
tion on the rich, and distribute it between the middle class and the poor? 

A . — ^My proposition is that you should carry out retrenchment fiirst. I do 
not propose any new taxation at all either on the. rich or poor till you have 
retrencheA. 

The President. Q . — You were saying that we ought to begin with local 
onqiiiry. At the time when retrepchment committees were meeting, practi- 
•cally every province made enquiry into the question of taxation? 

A. — ^No proper taxation questions were raised at all by these committees 
I tirink. 

Why, yon had the Police Rates Committee? 

A. — I do not i^ink that so far as 1 remember that report was even eonsir 
dared by the €k>vemment^ at least, not in my time. The pommittee was 
appoint^ about tibe division of police expenditure prevailinl; between Cal- 
•atta and the mofnssil. 
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Q -^1 think the point in question was when the country pays for its poUee* 
in the shape of chowkidari tax, why should not the town pay for its polioeP 

d.---The point was different. The police administration of Cakmtta cost 
such a lot that it was considered whether Calcutta should be specially taxed 
for its own police or not. That was only a very limited enquiry and I do not 
think that enquiry is even complete, and I do not think that Government 
ever cc/nsidered that report, 

Q. — In Chapter XX of the Retrenchment Committee’s Report, don’t they 
defend the local cesses and the transfer of functions to local bodies? 

— Yes, but that was rather beyond their scope, and so far as 1 remember, 
the outside public never knew that it was their function to go into these* 
questions. 

Q . — Have you got a Committee now sitting on the subject of death duties? 

d.— Yes, 

Q , — I am only citing these to show that in Bengal as in other provinces,, 
they have had a numl^r of enquiries. 

A , — ^My point is entirely different. Let there be a systematic enquiries- 
in all the provinces, not spasmodic enquiries of this nature which lead to 
very little results and often to wrong results. There should be systematic 
enquiries on two points : the economic condition of the people as also the 
possibilities of taxation and possibilities of retrenchment. 

Q , — ^Tho economic enquiry is being taken up, as you know, by another 
Committee. ^ 

A. — ^That again is an all-India Committee. 

Q, — As regards local enquiries of taxation, we find that there had been a 
numl^r of enquiries into isolated taxes and we have done our best to gather* 
the results of those enquiries into our material. 

A. — I do not think that these spasmodic enquiries will do any good. There 
ought to be systematic enquiries ; there have been no systematic enquiries, at 
any rate in my province. 

Q, — On page 486 of your written statement you say that the total amount 
intercepted by the landlords (including tenure-holders) was 9 crores 86 lakhs 
and odd. Is that the whole of their income.^ 

A. — That is the whole of their gross income. 

Q.— "Yet that same class is largely responsible for spending almost an iden* 
tical sum on the imported goods. 

A. — No. 1 have shown that the average income of that class is only Rs. 28 
a year; therefore they cannot spend much. From the forties to the eighties 
there was a great deal of agricultural prosperity in Bengal; schools were 
started (1 have said elsewhere that there are more high schools in Bengal than 
in the rest of India put together), these have created a large number of 
educated men and these men, partly out of their earnings and partly out of 
what they get from land, can spend more, because the educated middle class 
that exists in Bengal does not exist to the same extent in Madras or in the 
United Provinces. 

Q . — Is it not the educated middle class that is well off in Bengal? 

A. — No, they are not well off. The pressure on them is even uorse than' 
on the raiyat, 

2>r, llyder, Q , — ^Because they do not perform manual labour. 

A^, — That is because of the Oovernmen\i policy in the past by which only* 
literary education was stimulated, or it may be want of policy; manual 
labour and technical education were never 1 bought of. 

The President. Q . — ^Where does the surplus of 9 crores come from? 

A.— It comes in little driblets. I admit that the middle claw man in Ben- 
gal is letter off than, say, the middle class man in Madras; but I say that the 
middle dm man in Bengal is very badly off. It may be ibai the middle claaa 
wan in Madras is still worse off, but I am only concenmd with Bengal. 



Q . — His taxable surplus is larger than in the rest of India f 

A. — No, he has no taxable surplus, besides all indirect taxes are taxes. 
He is paying in oustoms duty and income-tax. Land revenue should not be 
'taken as an isolated item. 

Q . — ^Whether all-India or provincial, it is taxable surplus. ^ 

A, — Naturally, but it is already taxed twice over; the tax should be taken 
^once, not twice over. If there was not that tax, then no doubt yo\x would be 
justified in saying that you get a taxable surplus. 

Q, — ^You arrive at this figure of Rs. 28 a year per landlord by the process 
of dividing the gross rental by the total number of land revenue-paying 
estates, land revenue-free estates, rent-free tenures and rent-paying tenures, 
these latter being 3,586,000 in number. 

.4. — ^That relates to the year 1918-19; in more recent years, the numbers 
have increased. There is one point which strengthens my point. I have 
assumed that each estate or tenure is held by one man. In ^int of fact, 
ihere are men who hold more than one estate or tenure, but by far the larger 
number are men who divide one estate or tenure amongst themselves. Per- 
haps ten or twelve are co-owners for a single estate. If enquiries are made, 
you will very likely find that their income is not more than Rs. 20. 

Q , — Are not the results of the average apt to be very fallacious? You have 
650 people for the bulk of the income. 

A, — Not the bulk. 

Dr, Hpder, Q, — Rs. 12,000 is the minimum. ^ 

A , — If you ask the maximum, I do nol think there are more thtt!? a doaen 
'With an income of a lakh of rupees a year in Bengal to-day. 

Q . — ^Not more than a doaen ! 

A.* -There may be lots of other men with a larger income, but among the 
aamindars there are not. That is why I advocate a provincial enquiry. If 
you go away with the idea that the Bengal aamindar is a rich class, you will 

going away with a wrong idea. If you analyse the settlement records, 
you can get at the individuals and find their income. 

The President- Q - — You say that litigation means a curse both for the 
landlord and tenants and impoverishes both. How would you remove that 
curse? 

A. — ^That is a different point altogether. I gave my evidence before the 
'Civil Justice Committee on that point, I am quite willing to give my evi- 
dence on this point, but it will take a little time. 

The Maharaiadhiraia Bahadur of Burdwan. Q , — ^What did the Civil Jus- 
tice Committee say on this point P 

A. — I have not read their report yet. 

The President, Q , — You have suggested that these mattere should be settled 
by a Settlement Officer. 

A, — Some of these matters, not all. 

Q , — ^I understand you would like to remove these suits from the jurisdic- 
4iion of Civil Courts. 

A. — ^Thab cannot be done in Bengal. 

Q , — ^In the Madras estates they are all tried by Revenue Officers. 

^ A. — ^The Bengal Government applied the same procedure in Orissa, but 

dK not apply it to Bengal or Bihar. The reason was that Orissa was tem- 
porarily settled for 30 years and there could be a clean slate, but Bengal and 
Bihar were permanently settled. I may have my remedies, but I do not like 
io express them off-hand« These are problems which require a good deal of 
investigation. They cannot be decided in a summary fashion ; they have a 
history of more than a century behind them. 

On page 487 of your memorandum you. say that one reason for the 
larger contvibuiicm of income-tax is that the Bengal rmyat and thi bulk of the 
ndddle^Iass of men In Bengal are, comparatively speaking, better off than the 
aimilar class men in Madras. 



A. — Yoq have already taxed thein^ you cannot tax them over again. 

Q , — Doeis the reiyat pay income-tax? 

A. — No; but the raiyat pajg hig tax on the cloth he uses, salt, keroaene oil^ 
etc. 

().Y*You are speaking of the comparison between the income-tax figures. 

A. — If the trader pays income-tax, he will recoup himself from his customer 
and all indirect taxes have a tendency to raise the price. If you examine the 
figures of the pre-war and after-w'ar periods, you will find how the cost of 
living has increased in Bengal. 

Hit Fercy Thompson. Q. — Do you think the man who pays income-tax 
can throw the burden on to his customer? 

A. — Ho may or may not succeed in doing it. In Calcutta he can never 
throw the burden on to the customer ; but if you go to the village, where he can 
command his price and where there is no competition, he tries to recoup him- 
self. Where there is competition, he cannot always get it out of the customer. 

Q . — Human nature being what it is, if he has a monopoly, he will charge 
a higher price, income-tax or no income-tax. 

— But these various taxes do affect the price when a particular article 
enters the country for payment of customs duty. If a particular article can 
go into the hands of the consumer for payment of income-tax, that would 
have an effect, apart from competition. This money comes from somew^here. 

Dr. Paranjpye. Q . — You say you are opposed to death duties; we cannot 
fight about words, ifut you do consider that certain duties of the nature of 
death dutfbs should lie levied. 

A. — That is my personal opinion. In my opinion they are merely duties 
paid to Government through its own courts for settling questions of title 
about succession. If a man dies and somebody who claims letters of adminis- 
tration applies for them, that is a test of the man’s title to the property. If 
you charge, say, 10 per cent, it can be called a death duty, but if you charge 
only i per cent, it will be something which you pay to the court for its loss of 
time. 

Q . — 2 per cent is charged up to a certain limit and 3 per cent afterwards. 

A. — That is more a lawyer’s suggestion than a suggestion for taxing pur- 
poses. 

— ^You know that at present Parsees, Europeans, Christians, Jews, etc., 
are required to take letters of administration. 

A. — Yes, on intestacy, 

Q , — In the case of others, such as Hindus and Muhammadans, they are not 
required to take letters of administration. 

A . — In the case of Hindus, those who take property by means of survivor- 
ship have not to take letters of administration; but those who do not tidce 
property by survivorship have sometimes to take them. 

Q. — You see the two communities are treated differently. 

A, — Yes. 

Q. — ^Don’t you think it right that the communities should be brought on 
the same level P 

o 

A. — ^No, not on the same level, A smaller amount is quite enou^, because 
when the Succession Act was passed in 1865, there was no idea of makiag 
profit vout of litigation and since then, the various Court Fees Acts were 
amended and recently on account of financial stress, when duties were intro- 
duced under the Court Fees Act the idea of adding to the income arose. I 
would rather go back, when the proper time comes, on the policy of taxing 
litigation; at the present moment, we cannot afford to give up the prc^ts 
from taxing litigation. 

Q . — -The world has moved a good deal beyond that; death dutiM are practi- 
cable now. 

A. — ^The two things are fundamentally different. I am opposed to^deatli 
duties for the purpose of raising taxes. 
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' Q , — ^Why are you oppo«ed? ^ • 

.4. — Because, in a country like India urhere the average life is so abort, 
where accumulation of capital is important and where there is a law of parti- 
tion, it will he a burdensome thing* 

— if the average life is short, that would only l>e a reasan for i.iakiiig the 
rate a little lower. 

A . — ^There is also the law of partition. In England where the \^iw of 
promogeniture prevails, a considerable number of estates have been wiped out 
because ot death duties. Our average life is 23, whereas theirs is ‘50. Jf you 
levy death duty in a province like Bengal, all the landoaners will be merely 
•wept out of existence. 

take the example of England where there is a l.aw of primogeni- 
ture, but take the case of France where there is no such law and w'hero the 
estates are small. 

A , — In Franco too, the holdings are getting smaller and smaller. There 
are other questions affecting the problem, c.f/., the question of keeping down 
the population jn France. That is a very favourite theory in France. In 
India we know it is the other way about. A man marries at 16 and by the time 
be is JM) he has a number of chiidren. 

Q , — In any system of death dutie^s a certoin minimum would be exempted, 
and conseciuently death duties will be charged only on bigger estates. 

A, — As soon as the owner of a big estate dies, there will be four or ftve 
divisions of the estate, the result is litigation and the third generation ijfill 
coin j in 20 or 22 years : it will be far more oppressive, ^ 

Q , — Why should it be oppr(?ssiveP 

A . — Because tJ e change is quicker, 

Q , — Jf the change is quicker, they would charge only lesser duties. 

A , — If yon calculate it properly, you will find that it wiW not only be a 
diminishing quantity, hut perhaps having a minus quantity as compared 
with the present rate of court-fees. Take a man who dies at 56; he inherits, 
say, at 25 ; he enjoys the property for 31 years. Take a man who dies at 23 ; 
he takes pos.se6sion of his property when he is 18 or 19. 

You are pushing matters too much. The expectation of life of a man 
who inherits at 18, is certainly not 5 years. 

A. — In Bengal that is the average life. 

Q . — I am afraid you will have to revise ^ur ideas of expectation of life. 

A, — If you tour in rural Bengal for six months, you will find it out your* 
■elf. They do not go in for life insurance. 

Dr. Hyder. Q. — Not even Bahadrahdc? 

A. — ^The Bhadralok and the non-Bhadraloh ore equally non-exempt from 
death, but the Bhadralok and the non-Bhadralok living in towns under health- 
ier conditions have much longer life. 1 am not exaggeratiag things. 

Dr. Paranipye. Q. — Ordinarily, you agr€»e that in rural areas the siae of 
the estates is comparatively small, except among the very rich people. 

A . — ^The zamindaries are all in niral areas. Some of the owners reside in 
towns, but all the zamindaries are in rural areas. 

Q . — If yiey reside in towns, their average life is more. 

A . — ^But only 7 per cent is the urban population. 

Q . — May I explain that the average life is ordinarily meant as the average 
Bfe of a person at the time of his birth? The expectation of life at IS is 
eortainly not 5. 

A.— admit it is an astounding figure, but it is nevertheless a fact. 

Sir Percy Thompson. Q . — Even in England the expectation of life in- 
oreaM up to a certain point. 

A. — ^Undoubtedly it does. 

Q.*^Tlout expectation of life is 23 years. At IS the expoctatbn must b# 
wioro than 23. ^ 
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A, — F waii't quarrel about the exact age. My real potat k that tlMr 
averfige life here ia ooaaiderably lower than what it is in European oountriea. 

not titat owing to the fact that there aoe a large number of deatlU' 
between the yeara 0 and 10? Thk will not count for estate duty purpoeea* 

A , — 1 quite see your point; take the figures by all means, say, between 
20 and 50 and compare the figures of the two countries. 

^/-That is not an argument against death duties, because if it is a fact 
that the estates change more rapidly and more frequently, it is perfectly 
possible to adjust that by lowering tho rate. 

A. — No. Arising theoretically, it may be possible, but if you examine 
the figures, say, from 20 to 50 in Bengal and compare it with those in En^^and, 
Scotland and Wales, I am sure you will find that the ex|)ectation even at 20 k 
very small. 

O. — 1 am not disputing that. Supposing you want to levy an estate duty 
in ^is country, the weight of which will be comparable with the weight of 
the English death duties, you will find that the average tenure of the estate 
of a man in England is 50 years and say in Bengal it is only 10. You can get the 
same weight of estate duty by making your rates in Bengal one-third. 

A. — That you can, but if you examine the figures you will find that the- 
duties you already have are perhaps higher than you ought to have. 

Q , — That is not a fact, that is speculation. 

* A. — ^The other thing is also speculation. 

Z>r. Paranipye, Q . — What is the expectation of a person at 23? 

A. — 1 am reminded that T ought not to answer in a speculative way. 1 can 
only say %hat the average life is very short and 1 can also say that people" 
with landed interests in Bengal are generally very poor. 

Q . — Estate duties are not intended to hit very poor people, but only those 
who leave considerable sums of money which they have been able to amass. 

A. — That ought to be the basis, but what do you think of death duties 
levied on estates valued at Ks. 10,000? That man may have left 6 sons. 

Q , — ^Theii the estate duty will be comparatively small, and there will be 
no legacy duty. In England there tire two kinds of duties; one an estate* 
duty which is levied op the corpus of the whole estate graduated according, 
to the sine of the estate; and the other, a legacy duty or a succession duty 
which is levied according to the share receiv^ by each legatee; there is a 
minimum limit in each of these cases. If a man leaves Rs. 10,000, probably 
in England he would be charged £100 or £150 only as death duty, and if he 
leaves four sons, none of the sons will pay a legacy duty. 

A. — ^Your proposition is that the duty should be levied within certain 
reasonable limits. If you lay down these limits and apply them to local con- 
ditions, you will get very little from Bengal. 

The MahamjadJiiraia Bahadur of Burdwan, Q . — ^Would you advocate that* 
the different kinds of procedui^ which have to be followed on succession should' 
be lumped together and made into one kind of duty, whatever the percentage? 

A. — I am against death duties as death duties, hut I am in favour of a 
man not paying several times over. 

Q , — It does not matter what you call it. Would you advocate lumping 
together all that you pay and making it into one as a general principle? 

A. — I do not understand. At the present moment, there is only one kind 
of doty. The executor of a will takes out probate and he has to pay court- -« 
fees on the probate. If a man does not leave a will and the heirs widli Hb 
tak^ letters of administration, they have to pay court-fees. That is the only 
thing we have at present. I am advocating that we should stick to that only, 
ete., court-fees and not death duties* 

Wouldn’t you advocate, where there are stamp dotiee levied, that the 
duty should be increased during the life time of a man ? 

Ai..~No. At the present moment, when a settlement is made, a stamp* 
duty has to be paid under the Stamp Law which was recentl^y iiioteased in: 



Beiifi^al. Therefore, to my mind there is e difference between death duties and 
'Court-fees. I am against death duties in any shape or form. 

Sir Percy Thompsim. <Q.~Tou say ** apart from other reasons no income* 
tax on i^ricultural income should be levied on the aamindaxs because of the 
.promise in the permanent settlement contract.** 

d. — ^Yes; in the permanent settlement contract, it is sUpulated ^at the . 
revenue is not to be increased. But it may be explained away by saySlig that 
this is not a revenue but a tax. But none the less it is a breach of the 
^promise. If you do it, there will be discontent among all classes. 

Q * — You know that in the 1860 Act income-tax was levied. 

A. — ^Yes ; 1 have not looked into that point carefully as £ had to draw up my 
memorandum on very short notice; and I am afraid I will not be of 
much assistance to you on that point. But my general impression is that 
the imposition of income-tax on agricultural incomes will be a breach of the 
I permanent settlement. 

The Maharajadhiraja Bahadur of Biirdwan, Q. — What Sir Percy Thomp* 
son aims at is this : When in 1800 the Income Tax Act came into operation, 
income from agriculture was included. Then according to you that must 
have been a breach of the permanent settlement contract. But no objection 
seems that to have been taken on that point at that time; and for some reason 
or other it was later on abolished. 

A. — I have not looked up to the literature on that point. My opinion is 
that the imposition of income-tax on agricultural incomes iti 1860 w^as a 
.breach of the contract. But as I said, I am afraid, h will not he of much 
help to you on that point. 1 would rather not elaborate on that pmnt. I had 
only very short time to prepare the note. It is a very important point and 
I should not say anything off-hand. 

Sir Percy Thompson. Q. — Apart from that, vou go on to say ‘ In view of 
the fact that the Government of India already aerive a large income from the 
income-tax from the province, the tax would be an unjust imposition on Ben- 
gal.’ Apart from the merits of its imposition, does this consideration hold 
water, because it will be coming entirely out of different profits? 

A. — No; it does not. Because take the case of our traders. The same 
'.people are often traders and agriculturists. 

Q . — But does not the income-tax come from commercial classes who are, 
ordinarily speaking, not connected with agriculture? 

A , — It comes also from traders who are connected with agriculture. It 
:also comes from owners of houses many of whom are connected with agricul* 
tare. It also comes from samindars many of whom are owners of houses in 
towns like Calcutta and Dacca. It also comes from money-lenders who are 
.also connected with agriculture. 

Q . — ^Do you think a large amount comes in that way? 

4. — ^Yes; a very fair amount. 

Q . — ^Do you think there is very much income-tax collected in Bengal out- 
side Calcutta and Dacca? 

4. — ^Not very much. A considerable portion is collected in Dacca. But 
^Calcutta is the main source. In the rural areas there is comparatively a 
small nugiber of men who pay income-tax. Whether in the capacity of 
jiamin^rs or money-lenders or any other way, they are all connected with 
Calcutta more or less, and very o^n the collection is made in Calcutta for 
^hat ia due in the mofussil also. 

Q . — So your view is that if there was an income-tax on iHgrioulture, it 
worud, normally speaking, be an addition to the income-tax Uiat the existing 
classes pay? 

4. — ^Yes, with regard to many of them. Therefore, I am pleading for .a 
more careful investigation, I mean, investigation into the facts from the lists 
sma to how many of them have agricultural income. 1 cannot tell you off-hand 
what is happening all over Bengal. I must have more facts before 1 say 
^anything on i^e matter. 
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Tilt Frtndtrvt, Q* — When yon say that the average duration of life im 
Bengal is 2*3*9^ you are referring to the mean ageP 

A . — I oalculated that about three years ago. 

Q . — ^You ore not referring to paragraph 114 of the Census Report? 

No. This was printed in a pamphlet of mine published in 1920. If 
you y^nt I will re-calculate the figure and send it to yoh. 

Q . — ^If you can supply us with any other materials we shall be grateful. 

A, — If the Committee wants me to give any information on any particular 
point, 1 shall gladly do so. 

O. — Regarding the jute tax, has your Association made any representation 
to the Government of India? 

A. — I can also send you information on that point. 


2ttd April 1925. 
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Sir Cb^eles Todhuntee, K.C.S.I., T.C.S., President. 

Sir Bijay Chaxd Mahtab, G.C.T.E., K.C.S.I., Maharaja- 

dhiraja Bahadur of Burdwan. 

Sir Pekcy Thompson, K.B.E., C.B. 

The Hon’ble Sardar Jooendea Singh. 

Dr. R. P, Paeanjpye. 

Dr. L. K. Hydee, M.L.A. 

Mr. S. W. GOODE* I.C^S.* M.L.C.* Secretary to the Government of 
Bengal* Local Self«*Govemment Department* was esamined. 

Wriiien memorandum of Mr, Ooode, 

Q. 106 , — There is not much local taxation in Bengal which can he termed 
** national or onerous.’^ However, a local public health service in so far 
ns it is n^essary and efiicacious for checking the spread of infection to 
areas outside the local jurisdiction, might come under this classihcation. 
Again, the maintenance of main roads has a semi-provincial character. 
Ability to pay is perhaps not the main criterion for the levy of taxes of 
this kind. What is required is that sufficient funds should be raised locally 
to provide efficiently for the services concerned, since their efficient local 
administration will ordinarily imply that the obligations of the local body 
to external areas have been reasonably discharged. Education is perhaps 
another service which comes within the category (a) since the welfare of the 
Btate is largely dependent on^ the proper education of its children. In the 
case of education, proper provision for giving primary instruction to children i 
of school-going age within the local jurisdiction may not exhaust the looni 
abiHty to pay, but generally speaking these “ onerous ’’ services will always 
suuer from lack of funds and the local taxation for their maintenssice should 
ordinarily be as high as possible 

' Q* 197.— 'The Local Self-Government Department from time to Hnwai ex- 
plored the possthilities of further local taxation, and it does not seem practi- 
c.able to suggest new taxes which are not included in Schedule II^ A, tax 
^ melcw or other places of pilgrimage has recently 
been i^roposed, the tax to be realised by means of a surcharge on railws^ or 
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steamer tickets. If further suitahTe methtids of local taxation can b# sag** 
gested, it seems most desirable to make them available to local authorities^ 
Schedule 11 undoubtedly fails to give them sufficient scope although of course* 
the yield of taxes included in that Schedule could be vastly increased if locaH 
bodies were prepared to tax adequately under the powers they now enjoy. 

There is a good deal to be said for making certain taxes imperativ^. sudi 
as, a tax upon person or holding^ a tax on vehicles and animals, tax 
on trades, professions and calling, and* the special taxes such as the water** 
rate, levied in return for services rendered. Local bodies in most cases 
u'ouid cheerfully impose a tax which was obKgatory in a statute, whereas- 
they shrink from imposing taxes, except those sanctioned by long usage where* 
their p<iwers are discretionary. Even though these obligatory tax€»s were^ 
assessed at low rates, there w^ould always l>e some yield, and it is easier for 
a local body to increase a rate of taxation than to impose a tax which its 
predecessors have never levied. 

Q, 108. — Bengal has no experience of octroi, but the levy of a terminal 
tax on gopds under the Calcutta Iinproveiiient Act has worked satisfactorily. 
The tax on houses and lands in municipal areas (or its alternative tax on 
persons) is the backbone of municipal taxation, and if assesKinents were fairljr^ 
made, there w’ould lie no ground for finding fault with these taxes. A houso^ 
tax is in effect an addition to rent (which is accepted as inevdtahle expcndi* 
ture) and dissatisfac^tion wdth that mode of taxation can perhaps only l>e* 
defended where the assessment is arbitrary, unequal or excessive. A cess oiKi 
lands in rural areas also seems w^ell adapted to Indian conditions. Its inci- 
dence may still be light while yielding a considerable Revenue, and on thcr 
whole, it may seem to reach most persons who are competent to heap taxation.. 

Q. 111 . — There has been a tendency among local bodies (District Boards)^ 
in Bengal to levy tolls on bridges more frecdy than Government considered 
desirable when District Boards w'ere presided over by District Magistrates.. 
This form of taxation, if it is properly supervised, does not appear to bo* 
re])iigiiant to the people, and there seem to be good grounds for giving locail 
bodies of which the constitution has in rcH’eiit years h^n populariaied, a 
wilder scope for the levy of tolls on bridges and roads. This is one of the few 
methods still available to local bodies for financing the construction of bridges 
and new’ roads. The minimum limit of distance betw^een tw’o toll-gates cannot 
he suggeste<l without (careful enquiry : generally speaking, there should only * 
be one toll-gate on a road leading to any particular centre, while important- 
bridges are not likely* to be within easy juxtaposition of one another. 

Q. 112 . — There is much to he said for levying the house and land tax 
entirely from the owner. There is no difficulty in his shifting a moiety of 
the burden on to the occupier by provision in a lease, and the labours of the- 
local body are reduced by the decrease in the number of persons from whom 
taxes have to be realized, 

Q. 113. — It is desirable that the limitations on the amount of the rates 
and local cesses levied on account of local hcKlies, should he removed. There- 
need not he the least apijrehension of any local body forcing up taxation 
to too great a height, while it is most desirable that enterprising locall 
authorities should be given the opportunity of raising sufficient revenue for' 
the discharge of their obligations. 

There fls, however, no reason for supposing that the limitation on the- 
percentage at which a holding rate oan he levied has had any tendency to* 
cause local authorities to have recourse to other forms of taxation whicht 
tre lees defensible from an economic standpoint: as a matter of fact, the 
vanety of taxation permissible under the Local Self-Government, Bengal 
Municipal and Village Self-Governments Acts is smalt, and generally speaking:; 
it has long been the practice for local bodies to utilise practically all the 
available methods of taxation even though the taxes may be very lenientljr 
assessed. 

The limitations on the amount at which the tax on persons may be levied > 
ere stated in section 85 (a) provi.so and in sections S9 and 90,viBengal Muni- 
<npal Act. The limitation of the amount of tax payable by* a wealthy maa^ 
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is jp^rely arbitrary, and since local bodies are now entirely under popular 
control, there can be no reason for maintaining these limitations. 

Q, 117 . — The practice in Bengal is not uniform. The range of purposes 
to which the augmentation grant, which is paid to District Boards by Local 
Oovernment, may be applied, is so wide that the grant-in*aid tends to bo 
rega^Jed merely as an addition to the general fund of District Boards. 
Nevwtheless recently Cvoverninent have issued definite orders restricting the 
use of this grant>in*aid : in 1924-25 when there was serious water scarcity, 
the District Boards were required to spend practically the whole of their 
grant on improving the water-supply. Generally speaking, the principle of 
earmarking provinc?ial grants tor particular purposes has always been in 
force in Bengal, thus sjHicial grants are given to District Boards to assist 
them in nieeting the pay of their health officws, while another .s|>ecial grant 

made on acc‘Ount of the vaccination staff. Again, Government have re- 
cently offc'recl recurring subsidies to District Boards for eacrh new’ dispensary 
established in ac*C’ordance witn the conditions laid dowm by Government, 
Again, special grants luive been made for opening classes to train village 
daisi in the elements of inidw’ifery. In the case of inunicipalitieJt, the i>rin- 
ciple of earmarking grants for s[»ec*ial purposes is even more closely followed. 
<3rants-in-iud are made by Government to assist municipalities in executing 
water-supply or drainage .scheme's, the Government contribution being ordi- 
narily fixed at one-third <»f the total c^ost. As in the case ‘of District Boards, 
Government grant’s are given to .assist municipalities in meeting the salaries 
ol their health officers or sanitary insiiectors. Specific grants are frequently 
given for the iinpr^veruent of i»articular dispensaries or hospitals. In some 
cases the services of Government Assistant or Sub-Assistant Surgeons are 
granted free of cost to the local l>ody at privileged rates. 

There is, on the other hand, no earmarking where umnicipalitic^s w’ere 
relieved from all obligations in respect of w^hat in^ other countries is regarded 
as a local charge, namely, the n\aintennnt*e of tow*n police, w’hile the proceeds 
of Government fewries when transferred to municipalities (or district boards) 
have not been definitely allocated to particular objects, although the mainte- 
nance of the ferry and its apiironches is plac'ed on the local body concerned. 

On the w’hole, I w’ould favour the continuation of the existing system. 
The grant-in-aid system gives Government a very effective method of exer- 
cising some indirc'ct or external control over local administration in regard 
to which they no longer have internal control. The jmlicies of local bodies 
in Bengal are apt to Ih* inconsistent and ill-considered, and Government have 
the opjjortunity of directing or focussing greater attention on branches of the 
administration which as a rule or by some chance may tend to be neglected, 
if Government can stimulate local activities by the offer of a grant-in-aid 
for the improvement and development of that particular branch. 

If the provincial grants-in-aid are unconditional and not earpiarked, they 
may in the opinion of Government be misapplied like other funds within the 
absolute discretion of the local body. Where Government diverts revenue 
drawn from the general taxpayer to local purposes, it would in my opinion be a 
mistake to relinquish the opportunity of steadying and directing the policy 
of local bodies by placing such contributions at their absolute disposal. Even 
if Government were to surrender any existing provincial receipt such as, 
ferry proceeds (which has been done in Bihar and Orissa) there is a 
great deal to be said for Government earmarking such additional revenues 
for particular purposes. This external control of policy by means of grants- 
in-aid has never b^n objected U> by local bodies, and it would be most unwise • 
IT view of the frequent inenicieiicy of local administrations to suirender^a 
power to which no exception is taken. 

The Government of Bengal have already been confronted with difficulties 
in the allocation of their grants between different local bodies. This difficulty 
arises in connection with a grant-in-aid for a. particular project, only in 
so far as it is incumbent on Government to consider when making suCh a 
grant, what demands can reasonably be made on provincial funds by oilier 
local bodies* In the case of grants offered equally for partieular purposes to 
locar bodies, such as, e.p*, a quota of the cost of maintenance of efrery new 
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dMpeiisar;^' opened by iocol bodies, subiect to some total maximu# expends 
tnre, there is little difiiculty since Locn)! Boards have t-o be stimulated father 
than curbed in expansions of this kind, and the grimt-in-akl can thei^fcwr# 
be |i;iven to every lot‘al body which applies for it* 

Difficulties arise in connec'tion with the distribution of the. augmentation 
gmnt amongst District Boards. This grant is projiortionate to the amount 
of rood cess c^llec^ted in any tiarticular district on the principle tiAt this 
amount is some criterion of the extent, population and needs or of 
administration of a district. The result is that wealthy District Boards 
receive much larger grants than the Boards of small districts where the 
revenue from road c'ess is low. In the latter districts, the provision ot 
^rvices by local bodies may be much leas adequate than in the larger districts, 
indicating that the criterion, though simple and c*onvenient, is by no means 
one on wdiich too great reliance shoiiltl he |ilaced. I am dispased to think 
that it u'ould be more satisfactory if greater use were made t»f the H|>e<Hal 
knowledge of lo<*al needs possessed by Government officers, such as, Divisional 
Commissioners, District Magistrates and Subdivisionnl Officers. It is thought 
that Government for (say) a quinquennium tnight roughly estimate the com- 
parative needs and backwardness of ea<‘h Division and in accordance w'ith 
this estimate, might allot to the Coiimiis.si«>ticr of eacli division a suitable 
portion of the augmentation grant for disbursement among the diflferent 
District Boards in the division after the needs and resources of each district 
have been thoroughly con.sidered in consultation wdth other IcKal officers and 
with the District Boards. 

Frequently Government have attempted to stimulate local enterprise by 
making their grants l>ear some ratio to the amounts rIKsed IcMnilly for any 
particular purpose. For years past Government have uttempieda to secure 
some improvement in the rural water-supply but w'ithoiit success. Generally 
speaking, they have adopted the principle that a local need such as this 
should be provided from Uxal re.sources^ and they have therefore offered from 
time to time to make contributions proportionate to the amountH raised 
locally for the purpose — subject always to certain maxima so as to prevent 
an unduly large and indefinite expenditure from provincial funds. This 
principle of self-help has also l>een adopted in connection with the educational 
policy of Governiueiit in promoting primary education. 

These two principles, viz,, <1) earmarking and ft?) self-help, should in my 
opinion be adopted as a general guide iti dett^rmining wimt* assistance should 
be given to local bodies from provincial revenues. 

Q, m.—Yes. 

Q. 161 . — ^The system seems satisfactory, but the Local Seif-Governinent 
Department is of opinion that there is no loiiger any reason for imposing 
any limitation on the rate at which road and public w^orks c*ess is levied. 
T^re is something to he .said for devising additional taxes, such as a vehicle 
tax or a tax on business in rural areas, but the surciiarge referred to in the 
questh)n should remain as the principal source of revenue. 

167, — ^Thts question relates to Central or State control of the process 
of assesament, but the contention rais<Mi is equally true in reference to assess- 
ment at present controlled by lcc:al bodies. Xo reform in local udministratiou 
is more urgently necessary than to secure fearless, impartial and uniform 
assessments. There seems no |>rospe<.*t of this l>eing done except by means 
of a Government agency performing this duty in independence of the muni- 
cipal commissioners, who would merely pay for the services of such an agency. 

•I^is point is raised in question No. 171, and it may be stated with al^lute 
definiteness ^at local assessments should be made by officers who are 
ind^>endent of the suffrages of the persons whom they may assess. 

Ibr. Good* gavf oral avidanca c« {dlawt t— 

The Preeident. Q. — ^Toa are the Secretary, Local Self-Gorermueut 
department? 



Q.-imx wwe preriously Chairman of the Calcutta Corporation? 

A , — 1 vras acting as Chairman for some time: and 1 was Deputy Chairmaa 
for seme years. 

Sir Percy Thomperm, Q, — ^Practically the only local tax in Bengal 
outside munietpal areos is the local cess? 

it. Yes. 

(?.^It is a maximum of one anna in the rupee of rental ralueP 
Yes. 

Q , — It is paid by the landlords? 

A.— Yes. 

What is the provision for the recovery of the sau^e from the tenants? 
That is, assuming land revenue to be Rs. 200 and the rent Rs. 1,000, he is 
charged 800 annas. Can he recover any part of the 800 annas that he pays 
from the tenant? 

A , — I am afraid I am rather vague about the provisions fixing the inci- 
dence of the cress on landlords and tenants. I have had very little district 
experience for some years, and am not well up in revenue work. 

Q, — ^There is a provision in the Ceas Act for its recovery? 

A.— Yes. 

Q , — AVe have been told that the landlords and the tenants do not take 
any notice of the Cess Act and the amount which the landlord recovers 
from the tenants varies from nil to something greater than the actual cess. 

A . — It is coiiiin^ily stated that the landlord sometimes does get more 
than his ^oper due from the tenant. 

Q. — ^That is a matter for the tenant. If it is an illegal extortion, it is 
“for him to protect himself. 

A , — 1 have not for some years had to deal with cess from the point of 
wiew of a Revenue Officer. In the Local Self-Government Department we 
are merely cxjncerned with the funds which are handed over by the Collectors 
4r0 the District Boards, and we are not concerned with the method of collection. 

Q , — You are concerned with the expenditure side of the cess? 

A, — Yes; the collection of the cess is not our business. We are interested 
:s5n so far as the income of the Boards is concerned and we try sometimes to 
hurry on revaluation. The Board of Revenue is rather behind with its 
programme of revaluations because it is difficult to make a revaluation except 
'where there has been a survey and settlement. They prefer to keep the 
^revaluation standing over until they survey and settle the district. 

Q , — Is there any tax in Bengal which hits the non-agriculturist? * 

A. — ^The nan-agriculturist residing in a village, for instance, the Bania 
or village trader or others who may not have land, is still assessed to the 
•ohowkidari tax. Some years ago there was the license tax similar to the 
•one we have in Calcutta on trades and professions but that uras abolished. 

Q , — But the ehowkidari tax is paid by the agriculturists as well? 

A.-^-Yes. 

Q , — Bo does it not amount to this: that the agriculturist pagp a sort of 
•double tax while the non-^agriculturist pays one? 

A. — Yes; in the proposals for amending the Local Self-Government Act 
I suggested that we should have a license tax, as there are a certain number 
of ^mall traders or others in villages who have income quite independent 
^f agriculture and they ought to pay much more than they do at present. 

Q . — By license tax you mean a rough form of income-tax? 

A.— It is a kind of local income-tax such as is in operation in Osdcutta. 
Tor instance, professional singers or lawyers or doctors or street vendors all 
pay a tax graduated generally according to their class or the status the 
iiade or precession— 4n addition to any other tax may pay. 
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Q. When yon say according to their class ”, is it accordHig to their 
income or according to the particular profession? • 

*‘^*“^here are some B or 9 class^^s in the schedule: in the highest class 
come the companies, while in the lowest class are itinerant vendora. Pw 
instance, the Mukhty.ar is in a lower class than a pleader, and a pleader 
m a lower class than a barrister. 

(J).-— ould you place all the pleaders in the same class irreNi\(‘iive of 
their income? \ 

.4, \es : we clwided that it w'as clifBcult to grade accMirding to income, 
hut we have given the Corpnratuni a discretion to exercise in the matter. 
Thus if in their opinion tliore were any young pleaders nut making any 
income, they can exempt them from the tax. 

V- Have you something corresponding to the aHsesMiient and collection 
departments of the t^irporation in the country districts which are adminis- 
tered by Local Boards? 

— I would be inclined to say that the Income-Tax Depart iiieni might 
do tliat. They are already going into the villages looking for assessees; 
and there are persons who are exempt from income-tax, hut might reasonably 
he assessed to a license-tax. 

Blit would the LcK'al Boards be willing that the assessment and coIIchj- 
tion of the tax should he administered hy tlu» Income-tax Department? 

.4. — It would he on the same footing as the CVss. 

(?• — What we find elsewhere is that the^" strongly resent that sort of 
thing. ‘ % 

.4.~That is a matter we have considered several times in coiTliectiori with 
municipalities where the <|uestion of a proper asKessment is more acute. 
Tlu're is a great deal of influence brought to hear on the Commissioners even 
after the assessment is made. What Government wishes to do is to have 
an assessing authority of its own whose services would he lent to the local 
bodies. They may object to it: hut I think it is the only luetliod of having 
an impartial and scientific assessment, as you have in Calcutta. Jn Calcutta 
yon have two officers to decide appeals, that is, the Deputy ChnirniHn and 
the Vice-Cliairiiian under the old coii.stitiitiou and the two Deputy Executive 
Officers now. 

T/jc President. (,h — That is, appeals against profession tax? 

.4. — Against all taxes in Calcutta. 

Q . — Does not an appeal with respect to house tax lie to the Bnmll Cause 
Court ? 

,4. — That is a second appeal — after one of the.se officers has decided the 
first objection of the assessee. 

Sir Perry Thompson. Q . — Is the revenue raised hy the District Boards 
sufficient for the functions they have to discharge? 

.4. — Xo : I think it is very inadeini|ite. ITiey are constantly having new 
duties thrust on them, especially W’ith the attempt to improve the admiinV 
tration of public health and education and various other things. 

Q . — Supposing it is found necessary to increase their resources by addi- 
tional taxation, what sort of additional tax do you suggest sliould be imposed? 

A. — ^The obvious way is to raise the limit of the cess, still leaving it tc 
the District Boards to fix the rate but giving a wider margin. 

» Dr. Hyder. Q . — AVho pays the cess now? 

.4. — It ultimately comes down to the cultivator. 

Dr. Paranjpye. Q* ^Would the Local Boards take advantage of any 
increase of power in this way? 

A.— I think so. Of course a good many of the members of the Boards 
are pleaders who are not interested in agriculture, and they might he pre- 
paid to raise the rate of the ce8.s, as not being directly affected. The land- 
Jords on the Boards would be a restraining influence. 

" R 
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Q , — foipid in Bombay that very few of them were prepared to take 
advanta^^e of such a power. When I introduced the Bill for giving funda 
for purposes of education, there was a demand that there should be in the 
Act a compulsory provision to increase the cess but not to leave it optional 
to the District Boards to increase it. 

A . — We have rather a similar provision here where we say that the 
cess shottlri not be levied below a certain limit except with the consent of 
Governirpnt. I do not know whether the levy of the cess is the best method 
of local taxation for Bengal or whether an increase in the cess would operate 
harshly on the people : hut I think the general impression, so far as I have 
discussed the matter with Revenue Ofe’ers, is that some increase in the 
cess is feasible. 

S'ir Percy Thompson, Q. — W^hat strikes me is this: that if, as a matter 
of fact, the landlord cannot throw the burden on the tenant, any additional 
cess would wrongly fall on the landlord, because qua landlord he does not 
benefit by the cess he pa>^. 

A, — Yes, He is often very hadlj' off owing to the suh-infcudation. There 
are enormous nunil>ers of landlords who receive a most meagre income from 
their landed property and it is essential that further taxation should go 
down to the cultivator. 

It would he necessary to make a specific provision to pass it on to the 
cultivator, though as a matter of convenience you collect it from the landlord? 

A. — Yes: it might he necessary to give landlords easier redress against 
tenants from whom they could not realize the due proportion of the cess. 

Dr. Uyder. Q . — Ort* the other hand you have got so many landlords who 
expect the tenants to pay all these. It is thus distributed on so many 
people and the tenants might not have anything left over. 

A. — T am not competent to give an opinion on the capacity of the raiyat 
to pay heavier taxes, but the general impression that one has got is that 
there is some reserve of taxable power in respect of the cultivator. After 
all, the incidence of cesses is very light in Bengal at present and the amount 
which is added to it by the chowkidari tax is very small. 

The Hon^hlc Sardar Jogendra Singh. Q . — Have you ascertained in any 
way that there is a reserve power? 

.4. — No, I merely state the impression one has gained from one’s mofussil 
experieiK^ and conversation with other officers. 

Q. — Not based on any figures? 

A.— No. 

The President. Q . — You say the revaluation of cess is very much in 
arrears. 

— Ves. There are certain districts in which revaluations have been 
recently made, but it is held up in other districts owing to survey and settle- 
ment operations not having been begun. 

g. — We were given some figures yesterday regarding the very large in- 
crease in cesses and the rental valuation on which they are based. Can you 
tell us whether cess on profits on mines are reckoned as cesses for that 
purpose P 

A.— It must he included in the statement of road and public WQjks cess 
shown in our annual reports. 

Q, — There are no subdivisions of the local rates ? 

A . — ^The road and public works cess are the only local rates in rural areas. 
As the cess is levied on the profit of mines as well as on rentals they must have 
come under assessment. 

Sir Percy Thompson. Q, — ^Is not the cess levied on the annual value and 
is not the annual value defined as profits? 

A* — ^Yes : it is rental in the case of lands. 
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The Maharttiadhiraja Bithadur of Burdwan, p. — ^What the milling; com- 
pany has to pay towards the Mines Board of Health is in addition to what 
they pa.v bv way of road and public works cesses P 

d . — That is so in the case of the Asansol Mines Board of Healthy 
(d - — ^That would be double cess? 

A.— Yes. 

Q , — The road and public works cess will each be half an anna in the 
rupee and the assessment for the Mines Board of Health is on the profits? 

ii. — Yes. My recollcwtioii is that the Mining Bettlements Act provides 
in general terms for the assiessment of a rate and that under statutory rules 
the Board assesses on the output from the collieries. 

The PreMdent, Q , — Would you let us have a copy of the statutory rules P 
A. — Yes. 

Q . — Under the column * Local Bates ’ you shoa* * Village Service Fund \ 
\Yhat is that? 

A . — The Village Service Fund must 1 think he the receipts from ehowkidari 
chakran lands. 

Q . — Do they come in to the District Board? 

A. — No. 

Q. — What is the land revenue of the District Boards?: 

A. — J am afraid 1 don’t reinoml>er. 1 aill make a%ote of it and let you 
know, (ride Annexure.) • 

Q — W’e had u table made showing the average incidence of taxation in 
the provinces and Bengal comes very low. We do not know whether any 
tax has l)een omitted. 

.4. — The ehowkidari tax is not shown in the statement. 

Q . — Is it under section 118 of the Act? 

.4. — That deals with the Union Oiminittees. It is comparatively un- 
important as com|mred with the Union Boards. W^o have about 1,300 
Union Boards who realixc about 16 lakhs of rupees. About 11 lakhs of 
that is realized for the i)ayinent of cliowkidars and 2 lakhs eome from 
ehowkidari chakran lands. That is spread over ton million peofile and it 
gives an incidence of He. 0-1-9 after deducting the ehowkidari chakran re- 
oeipta which cost the people nothing. By analogy Be. 0-1-0 might bo taken ai 
the average incidence of local taxation in other rural areas in Bengal, where 
there are not yet Union Boards — in addition to the cesses. Chowkidari tax 
is of course collected in such areas and it ivccounts for the major portion 
of the local receipts in the Union Board areas, for which we have exact 
figures. My point is that I have no figures* showing the total amount 
colle<^ted in Bengal as chowkidari tax, but the Union Board areas comprise 
a quarter of the population of Bengal and as the incidence is Re. 0-1-9 in those 
areas, we may take that figure ah the incidence in the case of the chowkidari 
tax. Union Boards also tax to a slight extent for purposes of sanitation, 
but the amount is trifling, about 3 lakhs, and does not upset the analogy. 

0 . — ^Does the 67 lakhs cover the 3 lakhs? 

A.— No. 

Q . — Does the 3 lakhs come in anywhere? 

^ A. — ^The budgets of the Union Boards are subject to the sanction of 

District Boards, but their accounts do not appear in the statements shown 
in the District Boards Administration Reports. 

*1 have since collected certain figures showing the amount of chowkidari 
tax realized in 1923-24 both in Union Board and non-Union Board areas in 
Bengal. These figures show that the incidence of chowkidari tax in non- 
union Board area is two annas four pies and that in Union Board area is one 
nnna eleven pier. 

E 2 « 



Q, — Jwii like the chowkidari tax which does not appear in the statements' 
of Government revenue? 

Yes. 

— Up to 1884 rural inunldpalities paid for their police by a rate? 

A, — Yes: such inunieipalities up to 1884 were liable for police charges. 

Q . — So that up to then they paid for the police but Calcutta paid nothing? 

A.— Yes. 

Q , — Originally there was a police rate in Calcutta? 

A.— Yes. 

Q, — In Form No. II there is a receipt under the head Cattle Trespass 
Act. Have the Local Hoards anything to do with the administration of 
that Act or is it administered b.v the police? 

A. — The pounds are administered by the District Boards and the tres- 
passing c'attle are bruuglit in to the pounds and the receipta gc to the 
District Boards, 

(>. — Who keep the pounds? 

A. — The District Boarths. 

Q , — We were told tlie other day that the District Board has nothing 
to do except to take the net receipts. 

A. — The District Boards administer the pounds, but it is true that they 
usually lease them out to contractors and take little interest in their manage* 
ment, * 

Q . — The Reason wliy I was pursuing the subject was that elsewhere it 
has been the policy to put the whole net receipts into improving accommoda- 
tion and erecting new pounds. 

A. — It is not so here. The pounds are almost everywhere bad, both as 
to accwnmodation and food. The pound keeper makes as much as he can 
and the District Board tends to wash its hands of responsibility for the 
proper management of the pounds. When the District Magistrate or District 
Board Chairman discovers anything particularly scandalous he draws atten- 
tion to it, but receipts (the rents paid by the lessee pound keepers) are not 
earmarked for improving the pounds. 

Q . — Arc not nazul lands a source of income in some places to the 
Boards ? 

A. — Generally speaking, no receipts under this head appear to be shown 
in the statement. But I will look the point up. 

Q , — There is an item for over a lakh of rupees under other receipts from 
local rates from the 24-Parganas. 

A. — It may have something to do with the Panchannagram area in the 
vicinity of Calcutta. I will find out exactly what the item is. 

Q . — Is a pilgrim tax levied? 

A. — In certain places where there are large fairs it is proposed to levy 
such a tax. In fact we already levy it at the Sagar Mela without statutory 
power, by means of a surcharge which the steamer companies collect on 
their tickets at Goveriunent’s request, handing the proceeds of the surcharge 
over to the District Board. ts 

(>. — On the subject of tolls you say that there has been a tendency among 
local l^qdies in Bengal to levy tolls on bridges more freely than Government 
considered desirable when District Boards were presided over by District ^ 
Magistrates. In Bihar they have a rule to collect only enough to pay for 
the construction of the bridge. They don’t allow it simply as a tax on 
traffic. 

A.T—The Government of Bengal have always been suspicious of tolls as 
being a possible means of extortion and they have laid down executive orders 
with rigorous conditions regulating the levy of tolls. They are only to 
be levied where the work is of a certain magnitude and for a certain number 
et years. Sometimes it was difficult to meet all those oonditions. Many 
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of the Dktrict Botvrdk* are uomt anxious to levy tolls in cases adhere 4h© old 
rules would not apply. We hare attempted once or twice to meet their 
wislies by a liberal interpretation of the rules which are still in force. 

Q, — Every toll hu.s to come up to Government for sanction. 

*4 . — Yes. 

Q, — Y'ou say that there is a niaxiinum limit to the amount of tmxation 
levied on account of local Iw^dies. 

A. — Y"es. 

Q. — Y’ou consider that it might he removed? 

.4. — Yes. 1 do not see why tfiere should be any limitatiun on these local 
bodies. I do not think they would abuse their powers. 

Sir Percy Thompson. Q . — With regard to tite grunts I gutl^r fnun your 
notes that ih© tendency has been for these grants to simply go to the general 
purposes fund: but the letter of the law insists on their being utilized for 
particular services. 

.4. — As I said in my written in)te. grants made to luunit^ipuliiies have 
always l>een earmiirUcd for ptirticiilnr purpose^. 

^). — That is only for capital works? 

.4. — Y"cs. When the District Boards were given augmentation grants 
we issued circulars requiring that money should be sjtent for t^tuiain purjioseH 
such as water supply, sanitation, etc. The Boards hn^e not always strictly 
followed these orders, which we have always issued in a geneAl form and 
not in a mandatory form, ^ 

Q . — Now do you insist on their lieing used for particular purposes? 

A. — Under the Ministers we have taken perhaps a stronger stand. For 
instance, for improving ivater-supply strict orders were issued two years 
ago that the augmentation grant w'as to be spent mainly on water-su[>ply 
and W'e took steps to see that that was done. Afy impression is that it w'ill 
be done more and more in the future. 

^>, — If a grant is not spent for tlie purpose intended? 

A. — We would refuse to give one the following year. 

The President. Q. — Wa.s it not a fact that in 1910-11 very large sums 
were given as grants when the Government of India w^ere distributing the 
opium surpluses and the provincial Oovernments were distributing very large 
grants to the District Boards, etc. ? 

A. — I was not in the department then, but T think, a great deal of money 
was given to be spent on education. 

(J).— Did not the Board.s arrive at a position when they opened a very large 
number of schools and when the grants were stopped, they were unable to- 
carry on those schools? 

A. — I have not seen such cases in Bengal. 

Q , — ^TJhe grant is a proportion of what the Board itself spends for any 
purpose? 

A. — The augmentation grant is 2o per cent of the road cess ivhich the 
•District Boards levy. 

Q . — So that the poorer districts not only collect less cess but obtain less 
in the way of grants?^ 

A. — I said in my note that we were considering the question of adopting 
the Bihar system, under which the augmentation grant is allotted according 
to the needs hf the different divisions, but I have just seen the replies from 
local officers and local bodies and there seems to he a good deal to be said in 
favoor of the present automatic distribution of the grant, proportionately 
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to thf amoutii of ceas collected ia any difttriet. The larger diatricts which 
collect more cefHi, usually have l*.rger responsibilities. On the other hand^ 
there are many other districts which remain* undeveloped which ought 
to be helped. 

Q. — You give one-third of the cost of water-supply scheme in municipal 
areas ? I 
.4 ./Yes. 

Q. — How many municipalities have been able to undertake schemes 
on that basis? 

A . — Practically all the important municipalities in Bengal have now a 
piped supply of ivater. The average cost might l>e about 2 lakhs. There 
are some small municipalities which may never be able to afford such a 
supply, 

Q . — What sort of distribution system is there for these piped supplies? 

A . — ^There is a piped supply in the streets and a limited number of bouse 
connections. We always discourage house connections because it leads to 
a lot of waste. Municipal Commissioner.s like to give house connections 
freely. Those who can afford sucli connections clamour for them, and as 
• fee of Rs. 200 is often charged for a connection, the municipality gets a 
donsiderable sum, though it is not a recurring receipt. 

Q , — You have not got the meter system? 

A , — We try to insist on metering of all private supplies, but in most 
municipalities there is opposition on the part of c'on.snmcrs to metering. 

(?. — You have schemes costing about 50 or CO laklis of rupees also? 

A. — No. The Titaghur and Bhatpara sewerage and water-supply schemes 
will cost about 18 lakhs each, hut about two-thirds of the cost was contrihntetl 
by the mills. The Dacca sewerage" sM:^heme is estimated to cost Rs. 40 lakhs 
but the portion which is under construction will cost only Rs. 25 lakhs 

Q , — How many piped water-supply schemes have you? Can there he as 
niajiy as 50? 

A. — No: there would not be as many as that. 

Q. — I suppose the municipalities have to borrow the other tw^o-thirds. 
Government making a grant of one-third.^ 

A. — Ordinarily they borrow, but often considerable contributions are 
made by local men. Frequently also the District Boards contribute. 

Q, — Can the average municipality command a loan of 20 or 30 lakhs 
of rupees for their water-supply? 

A. — No mofiissil municipality except Howrah could finance so large a 
loan. Few could finance a loan of more than 2 lakhs. They moreover find it 
difficult to maintain a water-works or drainage system properly. Sometimes 
they have not got the money to employ an expert .staff w'hich is costly. Most 
municipalities are extremely poor. 

Q , — Grants and loans are paid out of general provincial revenues? 

A . — Yes. 


ANNEXURE. 

Note explaining certain figures in Form II showing the income of District 
Boards in Bengal during 1922-23, 

Column 5, Other land revenue receipts.-^Ont of Rs. 23,614 shown in 
this column Rs. 17,951 represents tax realieed by 40 Union Coipmittees under 
eeeiion IISC of the Local Self-Government Act and the balance (Rs. 5,663) 
represents rent of tanks and fisheries in road side hhalSf ditches, etc. The 



incidence of taxation in Union Committees impoeing tax under S©ctioi#llBC 
comes to one anna only. 

Column S, Village Service Fund, — Ji». 81 shown against Hooghly re- 
presents process fees under the Osss Act and should have l)een sliowu in 
column D. Except the Village Chowkidari Fund, with which District ^Boards 
have no concern, there is no Village Service Fund in Bengal. \ 

Column 9, Other receipts from htcal rates . — 

(1) lls. 93,742 shown against 24-Pa rgan as represents the Drainage 

cess levied under the Bengal Sanitary Drainage Act, 1895 
for recovering the cost of the Magrahat Drainage.* 

(2) Bs. 1,787 shown agaitist Malda represents tax under section 1180 

of the IjochI Self-Government Act realiaetl hy a Union Com* 
miitee. This should have been shown under column 5 other ’and 
revenue receipts. 

(3) Rs. 815 shown against Midnapore represents fin© for not 8ul>- 

tiiitiing road cess returns, sale proceeds of forms, fiiriiitur©, 
etc., of the cess revaluation office and other miscellanebus re- 
ceipts under the Bengal Cess Act, 1870, 

Columns 55 and 56 , — Sale and rent of nazul (escheated) buildings and 
lands. 

Nazul means property which falls to the State for want of heirs. In 
Bengal such proiK*rty is managed hy the Collector tmder the control of 
the Board of Revenue and thi? pna^eeds credited to Government. These 
columns are therefore blank in Bengal. It appears that in the Punjab, 
United Provinces and Central Provinces such proi)erty has been given to 
District Boards and a conniilerahle nmoiint is realized hy them. 

Pounds , — Pound receipts are shown in column 16. By Notifications 
issued ill 1887 the functions of the District Magistrate under Chapters II 
and III of the Cattle Trespass Act, 1871, wcit. transferred to District Boards 
in Bengal. The surplus under section 18 of the Cattle Trespass Act form 
part of the District funds (t.e., District Board funds) under section 52 (3) 
of the Local Self-Government Act, 1885. By Notifications isaii<«d in 1913*14 
the functions of the Magistrates under Chapters II and 111 of the Cattle 
Trespass Act - were transferred to Union tkimmittees in respect of pounds 
situated within their areas and the whole of the surplus accruing under 
section 18 of the said Act in respect of such pounds were placed to the 
credit of the Union Committees fund. Receipts from pounds situated 
within the areas of District Boards and Union CJomraittees are shown in 
column 16. Where Union Committees have been replaced by Union Boards 
{n local authority created under the Bengal Village Self-Government Act, 
1919) the surplus from pounds situated within their areas have been credited 
to Union Board funds. These are not included in the District Board 
accounts. 


*This scheme was undertaken and completed under the provisions of 
the Beng^ Sanitary Drainage Act, 1895 (of which a copy is enclosed) for 
the improvement of a large tract of land containing more than 800 villages 
covering an area of 283 square miles situated within the Diamond Harbour 
l^bdivision of the 24-Parganas. The scheme was undertaken by the Public 
Works Department, at the instance of the District Board of the 24-Parganas. 
It was financed by grants and loans from Government, the grant amounting 
to Rs. 6.00,000 and the loan of Rs. 15,73,091. The total cost of the scheme 
amounted to Rs, 20,67,187 which together with interest on the loan io 
Focoverable from the tract benefited by the scheme by the imposition of 
a drainage cess for a period not exceeding 30 years payable by those liable 
to pay road oess. The rate of the drainage cess was detsrmined by the 
Collector at Rs. 4-7-7 on every rupee paid as road oess* (Sec. 21)* 
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Written memoranda of witnaeees not examined orally. 

Written memorandum of Raja RESHEECASE LAW, C.1X., MX.C, 
y PreeidMit, Britieii Indian Aseociation, Calcutta. 

The theory of taxing agricultural income in India, specially in Bengal, 
is absurd and most unpractical, as it is based on a false analogy. The rent 
paid by the owner of a factory cannot be compared with the rent paid by an 
agriculturist. The productivity of the land is very limited, w^hereas that of 
a mill is etiornioiis. In India there is a’ great difference between the owner 
or manager of a factory and an agriculturist. The latter is ignorant, poor 
and quite helpless to take advantage of the modern wientific methods of 
cultivation. But the former is educated and has considerable resources to 
develop his scheme. Moreover, a manufacturer has not practically to depend 
on nature for getting increased production from his mill. 

In India specdally in Bengal irrigation is inadequate. Monsoon is irre» 
gular. People are poor, ignorant and malaria stricken. The people have not 
yet fully realised the advantages of agricultural banking and co-operative 
credit societies. Hence it is not practicable to expof*t a steady output from 
land from year to year. It seldom happens in any year that a portion of 
the province (Bengal) is not adversely aff<K*ted by some natural calamity which 
not only causes immediate distress, but also retards the progress of the area 
affected for some yyirs ** (Land Revenue Administration, 1922-23, p. 1). 
Besides these, the w^eather conditions upon which to a great extent depends 
the conditiffti of the [)eople of Bengal are not always favourable to the outturn 
of crops. Thus we see that agricultural income is subject to continual fluctua- 
tions owing to the vagaries of tfiie monsoon and interventions of a thousand 
other chances which influence prices of agricultural products. The fact that 
about three-fourths of the population of India are agriculturists is not owing 
to the circumstance that agriculture is the most profitable concern but because 
no other career is open to them. So they ijuite helplessly stick to the stereo- 
typed occupation even when their incomes from land falls far short of the 
normal return to labour and capital. 

Superficial ol^servers very often rush into the conclusion that Indian agri- 
culture should l>e taxed because there is a taxation like that in European 
countries. It is needless to point out that India is not England, and that it 
will take a long time to place India to level of comparison with European 
countries. It should be stated here that there is no land revenue in England. 
The lack of scientific education and inadequacy of agricultural capital are 
retarding the growth of agriculture. The annual income ef a Bengali agri- 
culturist as ha.s been calculated by Mr. Jameson, the head of the Surrey 
Department of Bengal, is Rs. 365 a year, w^hich is surely not an amount on 
which a tax can he levied. Taking a family consisting of five heads the 
fooding expense and the maintenanc*e charge of agricultural cattle w'ill amount 
to at least 5x6x 12-f 70=:Rs. 430. Besides they have medical, clothing, and 
other newssary expenses. The poverty of the Indian agriculturists is pro- 
verhinl, and it is they who are the first to feel the pinch of any economic 
distress. *AH proposals to disturb the existing condition in order to enhance 
Government income must be made after a cautious and thorough enquiry. 
Higher w^ages in centres of manufacture have already drawn a lar^e number 
of labouring class w'hich has created a great labour difficulty in agricultural 
season. This clearly shows that agriculture is not a paying concern at pre- 
sent. We are deadly against placing any further burden on the peasants? 
They are the mainstay of the country and they should on no account be subject 
to taxation as has been suggested in the questionnaire. 

A proposal has been made by theorists to do away with fragmentation of 
holding by dividing all agricultural land into economic holdings* With refer- 
ence to existing conditions it is impossible to translate the the<ny into prac- 
tice. The effect of such a proposal would be to put a stop to liberty of free 
use of the land and would greatly handicap proper cultivation. 



Apart from this there are low lands, high lauds, lands near lati& 

near the village, marshy lands which have their special advantages ami <Us- 
advantages, for various kinds of products. These are circumstances which 
should he taken into consideration and they do not go to showr that if eiH>iioiuic 
holdings he formed they would be at all advantag^us to the iigrimiltnriats. 
Improvement of the condition of agriculture on which rests the pro^erity of 
the laud depends on other ineasiires far more eflft'otivc and feasiVe. No 
farmer is so foolish as not to know* his ow n interest. He only lucks capital 
and adequate scientific knowledge of cultivation. Let him be provided with 
these, and he will devise his own ineaiiH as to how la\st to cultivate his owrii 
lands. This will solve the question far more effectively than any theoretical 
plan put into operation. 

It is alleged that the long chain of sub-inf eudation in permanently-settled 
areas eats up the major portion of the paymeiii.s made hy the cultivators, 
and onl 3 * a small part of it reac'hes the Government. It is true to a great 
extent, and in theory it would l>e better no doubt if the rtHX'ipt from the 
cultivator instead of being shared by the middlemen, benefits the peasantry 
and the Government. But so long as some right to pro|>erty is •vesttni in 
anybody, it would be illegal to restrain him from transferring a part of that 
right to soinebod}' else in order to he fr©<» from some worry and responsibility. 
Sulvinfeudation is a sure and e&ny and less expensive method of colle<*tion of 
revenue. 

Thus Bub-iufoudators have some service* in so<‘iety. Yet the more the 
middleman is eliminated, the more the ensonomy is e%oted in society, may 
btv tlu'oreticaMy true but there are difficulties in the w^ay. Thc^SeUH?t Com- 
mittee of the House of Commons stated that the aamindar’s profit cannot 
Ik* interfered W'ith unless the Government should either h}^ public; or private 
purchase, acquire the zamindary tenure, it would under the existin|| Regula* 
tioiis, be deemed a breach of faith without the eonsemt of the zatnindars to 
interfere directly between the zamindnr and raiyats for the purpose of fixing 
the amount demandahle from the latter under the settlement of 1791 — 9^1*’ 
(see Parliamentary Blue book, 1832, p. 82). Tf it be the intention of the 
Government to do away with the system of sub-infeudation as has been sug- 
gested hy the doctrinaires they should l>e prcq>ared to purchase the proprietory 
rights of the zamindars, but that would be quite impracticable under the 
present circumstance.s of the public finance. 

Apart from w*hat has been shown above, the people have been subjected 
to a very burdensome system of direct and indirect taxation. Many important 
indigenous industries like cloth have died out in Bengal in competition, of 
course, w'ith the European traders. The people are to send money out of the 
country to purchase these necessaries. In matters of resourc^es the country is 
lagging far behind the European countries for want of education and scientific 
improvements, but she is to bear the burden of a very expensive system of 
Government. The result of heavy taxation has been that a large majority 
of the i>eople are ill-clad, ill-fed and ill-housi^. About 71 per cent of the net 
population die before they are 30 and 93 per cent before they are 60, Under 
the circumstances stated above, we strongly oppose imposing any tax on agri- 
cultural income. 

^ Attacks are often made on the Permanent Sc^ttlement, an if pledges by 
Governmfnt can be given or broken according to the exigencies of time and 
sweet will of the doctrinaire. The proposal to set it aside can come only frem 
^hose who have no experience of what are thes far-reaching effects of (iovet i- 
ment pledges and guarantees. These p€H>ple forget under whnt ra'rcunistaiues 
the Government of the time w^as compelled to declare the Permanent ^ttle- 
ment. The depleted coffers of the East India Company, the after effects of 
the terrible famine of 1770 which swept away one-third of the population o£ 
Bengal and the failure of all sorts of financial experiments hy Lord Clive, 
Warren Hastings and other statesmen of the time left no other alternative but 
to decide to make the settlement permanent. At a tinie like that the Govern- 
ment settled 10/11^ of the rent paid by the tenants to be their share. This 
high demand and the stringency* of the sale laws ruined more than 90 per cent 



•f the old zamindiirs in no time. The new zamindars who having faith and 
unbounded confidence in Government pledge purchased their estates and by 
dint of prudence, economy and at an enormous expenditure have improved 
the agricultural condition of the land and has thereby increased the value of 
the lami and made the realization of Government revenue more secure. Even* 
miter so much trouble and expense the average income of a Benga.1 xamindar 
is abcAt Rs. 22 as we get the figures by dividing the net amount intercepted 
by the zamindars and middlemen by the number of estates (i.s,, Rs. 9,86,64,000 
divided by 3,566,399 estates, see Land Revenue Report of Bengal, 1918«19). 

The argument that the income of the Government in temporarily-settled 
areas is greater than w’hat is obtained in permanently-settled areas falls to 
the ground if we compare the proportionate revenues in different provinces 
in relation to areas. 


Area. 

Revenues. 

8q. miles 

Rs. 

Madras 123,641 

5.13,84.449. 

Bengal 76,843 

2,70,62,807. 

^ Bombay ^23,541 

4,31,06,227. , 


It should be pointed out in this connection that there are about 30,676 
land revenue free estates in. Bengal. The fact that they do not pay a. single 
farthing to the State partially accounts for the comparative smallness of the 
land revenue in Bengal. 


Written memorandum of Raja RESHEECASE LAW, C.LE.y MX.C.» 

Calcutta* 

Q$, 1 and 2 , — The data referred to in Annexure A do not furnish us with 
accurate informations regarding the wealth of the country. They are more 
or less guess works, heiiet^ subject to overestimation or underestimation. The 
agencies through which the materials are collected are quite unequal to such 
a serious and complicated task. So far as Bengal is concerned there is iiC 
^curate survey to measure the value of the agricultural produce, nor is 
it possible to do so, as the people have to depend on monsoon and suffer froa 
flood over which they have no control. The impracticability of the idea wag 
admitted by the Government of India in their Land Revenue Policy at pagt 
15 where it is stated that “ The Government of India believe it to be an entirely 
erroneous idea that it is either possible or equitable to fix the demand of the 
State at a definite share of the gross produce of the land. There is great 
practical difficulty in ascertaining what the average produce is. It is 
dependent upon a number of varying factors, such as the infcrustry and 
resources of the cultivator, the nature of the crop, the capacity, security, and 
fituation of the holding, and the chance of the seasons. The share of the 
gross produce which a crop can afford to pay must stand in close relation an^ 
in" inverse proportion to the amount of expenditure which has been required 
to grow it, and this will vary very greatly.’^ Had there been a network of 
and absence of fleiod, an average estimate of agricultural wealth 
might hare been possible. The proverbial illiteracy of the Indian cultivators 
•as also to be fought out of the land. Without their intelligent co-operation, 
Mo accurate estimate is possible. 

As regards industa-ies and other business eonoems it is poesible to form a 
rough estimate of such wealth, as the managers and directors thereof canndt 
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do without ftcoounts and such accounts may, to some extent, be trustwortliy 
guides. 

Q, S , — Statistics of income-tax and death duties cannot help us to make 
even an approximate, not to speak of accurate, estimate of uatioi»nl income 
as incomes from land in i>crmanently-settle<l areas and income-tax fr^fe bonds 
are left out of account. Apart from that the aggregate of small Woitiei 
heloar the taxable standard is not a rery small one. If all these are lert out| 
the estimate of national income will be inaccurate and untrustworthy* 

Q. 4- — Fnles.s ignorance bo dispelled from the land no suggestion would 
be of any effect to come to reliable statistics. The only agency from which 
some work may be expected is the Union Board, but it is neither in existence 
everywhere nor is it ala-ays reliable. 

(). 5. — Such A census would be of no benefit from the point of view of 
taxation, as in India, especially in Bengal, we cannot rely on a census of the 
production of a particular year as people have to devxmd on nature over which 
human beings have no control {vide answer to Qs. 1-2). 

Q, 6, — This will not help us in forming a correct estimate of national 
income. Besides the big employers of manual and clerical labour there are 
private persons who employ such lalmur which we cannot neglect as the 
number is very large. As regards wages and conditions of labour we cannot 
generalise as there is no uniform standard. Conditions vary according to 
local and seasonal demand and supply. 

The statistics of pricers hosed on the data supplied by the trading pro- 
prietor.s will never be accurate linlc-ss proper arrangement, be nuwl^ for taking 
into account the volume of private sale and purchase for domestic consumption 
of things locally produced. 

Having regard to the above rfuaiarks it will serve no useful purpose evco 
it wc get correct information regarding rentals of house property by 
legisiation. 

Q. 7, — If the estimates bo not accurate they will not help us in relation to 
taxation. 

Q. S , — It is impos-sible to go through the books and reports referred to 
in Annexure C. But in view of what has been said above, the details, however 
voluminous they may appear, cannot heli) us to come to any trustworthy 
conclusion. 

Q, .9. — Having regard to the social and religious conditirns of the pooplo 
of this country, it is impossible to divide them into classes according to western 
ideas. 

Q. 10, — The laitd revenue of Bengal apart from fixed collections and 
oollectious from Government estates includes about Rs. 7,00,000 under items 
which do not fall wdthin the definition of a tax. (See revised estimate of the 
Budget of Bengal, 1923-24.) 

Q. 12, — ^Realisations of revenue under drift, etc., may be considered to be 
tax. {Vide the Budget of the Government of Bengal, 1925-26, p. 16.) 

Q, IS , — In the ciwe of a Government commercial or semi-connuerejal under- 
taking the endeavour should be to secure a cximmercial return, so that its 
educative value may be fully appreciated. A monopoly profit will appear to 
have an element of taxation. 

Q, 14.— Yes. 

(a) Terminal tax on the railways. 

* (b) The items referred to in this question have elements of taxation so far 
as they come under monopoly profit. 

Q, 15, — ^The adequacy of the charge is known to the department, but so 
far as my information goes, if the rate be increased heavily it will cause a 
groat hardship to the poor cultivators. This department should be mil 
on commercial principle, more the irrigation work will increase the loss 
will be the chance of visitation of the land by famine. It is a pi^oductive work 
and an indirect means of fighting against famine. So apart from establish- 
ment charges a bare return on the capital invested will be quite adequate. 
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If water be sold by auction, middlemen will come in and take advantage 
of their large capital at the cost of the poor cultivators who will have to 
rentain completely at their mercy. They will have to pay very high prices 
as no middleman will act on philanthropic motii'e. 

Q. If, — I fail to understand why the people should pay twice. They pay 
for thy water they use fo^ cultivation, so the charge of any betterment fee 
will berunjust. It will discourage people taking advantage of irrigation. The 
fertile soil of India produces less per acre than the barren land of England, 
and if the people there bo taxed in a way as has been contemplated by the 
framers of the questionnaire it will surely he suicidal. 

The proverbially poor agricult\irists of India will not be able to pay in a 
luin |7 sum, but if they he forced to do so they will have no other alternative 
than to fall victims to the exactions of the money-lenders. Thus they will 
derive no l)eiiefit from the improvement as the interest charges of the mahajan,% 
will cover more than what the former will get in the shape of increased pro- 
duction. 

Any increase in land tax, bettterment or otherwise, is out of the question in 
permanently-settled areas. The Government having parted with their right 
will not be justified in enhancing land tax in such areas. 

Q. 17 , — No doubt under the tenancy laws the landlord is entitled to an 
enhancement, of rent on the ground of improvement effected by him at his 
own cost. But the {lowers given to the court are so widely discretionary {Vide 
sections 33 — 35 B. T. Act) and the various factors laid down by the law 
to be considered it are so stringent, that the ret^overy of any rate of 
enhancemeifv, or for matter of that, any enhancement of rent at all, is now 
a pure matter of chanc‘e. {Vide sec. 30 to 35, B. T. Act.) In place of this 
provision of law the metliod suggested in my answer to question No. 16 is 
far more preferable and more advantageous to the Government. The rate 
of a return of the outlay can l>e fixed by Government without any interference 
from anybody. The idea of recovering the out-of-pocket expenses for the 
impro%"ement by way of a lump sum is nowhere provided by law, n«uther is 
it beneficial to the raiyats. 

Q, IS , — Dues levied under the Indian Ports Act cannot fall within the 
category of taxes imposed on the consumer so long as it does not exceed the 
working expense and a reasonable profit to pay interest to debenture holders, 
ft should not be run on commercial lines. 

Q, JO , — For the purposes of considering the capacity of the tax-payers, the 
taxes imposed for the needs of the particular localities should be fully 
considered. , 

^0 , — No distinction should be made between the two. The local burden 
of taxation sliould also be considered in determining the capacity of the tax- 
payer. 

(). Ji. — No tax, direct or indirect, can be regarded as purely voluntary. 
It is hold by some economists that payment of indirect taxes is voluntary, 
because nobody compels a consumer to purchase taxed articles. Nobody can 
do without salt which is taxed indirectly. Indirect tax on bare necessaries of 
life should on no account be excluded in estimating the burden upon the tax- 
payer. 

Q. 2 ^, — In view of my answer to question No. 21, no answer is nedessary. 

Q. ^5.-1 do not agree with the statement fully. Tobacco (country made) 
cannot be placed in the category of intoxicating drugs. In India lobacce* 
like tea in cold countries is used almost universally. It is not harmful like 
liquor. It would, therefore, he unjust to tax country-made tobacco. 

0. ^4.— (a) Opinion is very much divided on this subject. Personally 
speaking professional entertainments may be taxed, and included in the list 
or voluntary taxation, as it would do no harm to a man if he does not so to 
.the theatre, cinema or circus. 

^ raUway tickets m the fares ate 
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Q. ^5. — It is very difficult to draw a line of demarcAtion beti^en those vjbo 
as a custom do not use intoxioaiits and those who take intoxicants* • Religion 
cannot be a criterion here, c.f;., the Muhamniadans who are strictly forbidden 
to drink are often seen wet. Who will take account of what j>eople do 
privately .5* It is a very delicate matter, so people will seldom docla^ them- 
selves drunkards in order to avoid taxation. In my opinion, the excise duty 
should be included in estimating the burden of taxation. 1 

Q, 26, — I do not subscribe fully to Adam Smith’s theo^, hu\I am in 
favour of indinM:!t taxation. Tax on bare net'essaries of life should be as 
light as possible. 

Q. 27, — In my opinion, it is nut possible for any member of the State to be 
exempt from indirt^^t taxation. 

Q. 2S\--Yes, 

Q, 29 , — As taxation according to mo must form the* basis of rojirosentaiion, 
so the taxes imposed must bo dire<‘t. for the present ns the condition of the 
people of this couiitrj’ is not such as to enablo iho Government to introduce 
the principle of manhood suffrage now. 

Q, SO, — Poll tax should on no account be impost'd. It will lie very un- 
popular and create great liardship, as the average income of the head of the 
family is very small and the munher of dependeiilH comparatively larger. 

Q. SI. — < ?) The cliowkidari tax in Bengal is not a capitaiioii tax as it is 
imposed on owners and occupiers of buildings, huts and sheds, 

(4^ To levy a profession tax over and above the litjense fee which they 
pay in municipal areas would be unjust and inequitable. 

Q. S2. — I consider profession tax on lowest classes more obj«;iionable 
than salt and other taxes mentioned here. ^ 

Q, SH, — Income-tax and sn|»er-tax are already intolerable, and they should 
on no account be increased : on the contrary, they should l>e reduced. 

Q, -H , — The present grad\iation is not at all satisfactory. It is too heavy. 
It should l>e low^ered. 

It? w'ouhl he folly to cofni>are Imlia with England. KnglisJi social system 
jB <|nitc difterent from that of India. The joint family system aintmg the 
Hindus in India imposes a great burden on the head of a rich family. He is 
to maintain a large number of relativivs, grant jicnsions to distantly related 
invalids and widows, perforin the i^rddh ceremony of the parents and 
marriage ceremony of the sons and daughters and defray the expenses for 
the worship of the family deity. Long standing custom cannot be abolished. 
An English gentleman who has not to undergo these exponditurcH and who 
IS coiiiparatively more rich can pay a high income-tax without murmur. 

Q, So. — Xo. 

(}. .76*.— No. 

(}. S7, — The sooner it is abolished the better. 

Q, SS. — Xo. 

Q. S9, — Xo. The estimated gain of from 16 to 20 crores of rupees from 
taxes on agricultural income seems to me to be very much exaggerateti. in 
Bengal any such imposition on agricultural income will amount to a violation 
of tht^olemn pledges given by the Government at the time of the permanent 
settlement. 

Q, 40 . — ^It has been pointed out more than once that Indian conditions can- 
not be compared with those of Europe. An European family is not so large 
as an Indian faxnily. Annexure £ tells us that a married Englishman is 
exempt from payment of taxation up to the income of £600 per annum, whereas 
an Indian to pay income-tax from £135 per annum. Again the conditions 
of 1903 are not applicable tn 1925. Cost of living has been more than doubled. 
In our opinion incomes up to Hs. 2,400 per annum should be exempt from taxa- 
xiim. 

Q. 4i.~Not in a position to answer. 
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Q, 42 . — itandardised form of account will not be poanble in this country. 
It will interfere with the existing methods of conducting business by the vari* 
otts communities in India. Besides^ there is no justice in penalising the major- 
ity of business men who are honest for the dishonesty of the few. With regard 
to the fanner’s keeping of accounts by them of their small concerns it is out 
of the guestion, because most of them are illiterate. 

Q. ffrading companies and public bodies may not have any objection ta 
the publi^tion of incomes^ but private persons will take it as an offence to be 
compelled' to let the public know of their income. I am not in favour of aj)- 
pointing non-official assessors and commissioners as they will be looked upon as. 
spies. 

Q. 44 • — ^I do not consider the reasons given in the question sufficient justi- 
ffcation for discouraging the issue of income-tax free bonds. < 

Conditions in Europe and America are quite different. The Government 
knows the situation in India very well. If there be no allurement^ the Govern- 
ment will not be able to raise a loan to any large extent. Income-tax-free 
securities are of very recent growth in India. Unstable war-time conditions 
compelled the Govorninent to adopt this course. However if the Government 
can get money without making the bonds income-tax free, so much the better. 
But I do not think this will be possible in troubled times. There is a good 
4eal of difference between theory and practice. 

J , 45. — ^Stamps on coupons cannot be insisted on because it will cause a 
deal of harassment to the poor holders of shares whose annual income is 
Eelow Rs. 2,000. If this system be introduced they will also have to pay the 
price of stamp. This would certainly be unjust. If refund be allowed, the 
delay and harassment dffe to rod-tapeism will make small capital too shy. It 
will seldom seethe light of the market, and thereby deprive the limited indus- 
trial concerns of small capital. Share market will also suffer. 

46 * — I am against the system of double taxation. 

Q* |7.-- Existing arrangement in regard to the assessment on the previous 
year’s income is good. I do not support English sy.st€m of assessment on three- 
years’ average. 

Q, 48 , — I support the underlying principle of indirect taxation in the first 
quotation. But I do not approve of the second quotation as the means sug- 
gested will not have the desired effect. It will lead to trouble in the long run. 

Q. 49 . — If excise duty be imposed on all the articles mentioned in this ques- 
tion, the taxation on the people will be very heavy, so I would advise to exempt 
the following if not all from excise duty : — 

(a) Ghocolates. 

(b) Goals. 

(c) Chewing gum. 

(d) Electric power. 

(e) Gas. 

(/) Lighting matrials. 

(g) Matches. 

(h) Meat. 

(i) Patent medicine. 

(/) Petrol. 

(k) Paraffin oil. 

(1) Soap. 

(an) Sauce. 

(n) Sngar. 

M Sweetie. 

(p) Tobacco. 

(q) Teaet. 

Q, 50.— Progressive principle cannot be applied to indirect tMoMpo- 
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Q. 5J.— No. 

Q- 55. — I cannot suggest any substitute for salt. 

Q. 5S . — As we have noticed before, India cannot be compared with any other 
country in the world as her i)eople are lagging far behind in evA'y respect, 
viz,^ finance, education, health, industry, etc. The present rate is not at 
all low, having regard to the average income per head of the popuAtion. It 
should rather be decreased than increased. 

Q. 54 . — Present system is good. 

Q. 56. — No protective duty is required. 

Q. 58. — I support sale by weight. 

Q. 59. — If uniformity of price in all depots be aimed at, the Government 
may open depots at principal centres. 

Q. 60. — 1 do not think our illiterate cultivators will be able to take advan- 
tage of this system, hence I am not at present in favour of such a proposal. 

Q, 61. — ^It is desirable that there should be prohibition in India, but It is 
not possible to give effect to it as a large number of }>eople take opium and 
sidhi ill small doses for keeping health. If prohibition is insisted on, it will 
hold out a premium to smuggling. 

Q. 62 . — The absurd proposal of Dr. Mathai reveals his ignorance of the land 
revenue system of India, espe<?ially of Bengal, and also the feeling of the people 
paying income-tax. His suggestions do not merit criticism. However, wis 
question does not arise as wo cannot introduce prolaibition in India in the 
near future. • 

Q. 6S. — We accept all the statements quoted here excepting the tax on 
country-made tobacco. 

Q. 64 . — Excise duty 09 intoxicants iriay be increased a little more. 

Q. 68. — Yes. 

Q. 70.-^There would be no harm if tax on trees bo increased. 

Q. 71 . — As I am not aware of the principle underlying the variety of pre- 
sent rates, I am not in a position to answer. 

Q. 76. — Not in a position to answer. 

Q. 78. — Tariff imposed for revenue purposes should cover all imports. No 
discrimination should be made. 

Q. 88. — Wo favour ad valorem duties. 

Q. 87. — I am not in favour of substituting any of the taxes mentioned in the 
question for any tax levied at present. 

Q. 88. — Stamp duty is already too high having been recently raised by 50 
per cent by the Legi.slature. There is no room for further enhancement. 

Q. 89 . — It is the paramount duty of the State to administer justice, and 
while doing so, only the cost of the courts, including pensions of offfeers and 
capital cost of buildings, should be realised. 

Q. 90. — I do not agree to the theory of Hobson. 

Q. 91. — ^The transferor should l>e compelled by legislation to report, imme- 
diately after the transaction, to the office where the share is registered, the 
name ^nd address of the transferee. 

Q, 98 . — ^Registration means keeping of public records of private transac- 
tions. It is not in the nature of service rendered by the State to the party as 
in other direction. So I think it would be just and proper that fees levied 
should only be sufficient to pay for the cost of the Registration staff including 
pensions, capital cost of buildings, ete. In any case the present rate should 
not be increased as it is already too high. 

Q. 94 . — I am not aware of any other cases in which fees and licenses ean be 
imposed. 

Q. 95. — ^AMiough there was some protest against entertainment tax in 
Bengal, yet we do not think that the Legislature was wrong in sanctioning its 
realisation. Those who have money to purchase amusement tickets can wdl 
iqiare something for the State. However, if the Government can abolish it 
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without increasing any of the older taxes so much the better, but I am dead 
against increasing older taxes to gi\'e facilities to amusement purchasers. 

Q, Off , — tax is an impost by the State and contains an element of compul- 
sion in ihB payment thereof, whereas rent is that which is paid by the tenant 
for the uJe and occupation of the land. From a pure economic point of riew^ 
lend rey^nue must be considered as a tax, because it is imposed by the 
•oi'ercigh power on the proprietors of the soil. With regard to its appli- 
cability to the different parts of India, as I am not acquainted with different 
systems prevalent, 1 am not in a xiosition to answer. 

Q, 09. — In Bengal I am not aware of any temporary settlements being based 
on i>rice8 for different periods. 

Q, 100, — Agricultural incomes should not be taxed at all (see my answer to 
Qs. 39 and 1 and 2). Owing to the dearness of life in towns, annual in- 
comes below Rs. 2,400 should not be taxed. In villages the limit may be 
Rs. 2,000 (see my answer to Qs. 33 and 40). 

It is not possible to measure agricultural income unless the peasants be 
proi>erly educated. They do not know at present how to keep their accounts. 
Guess work will be misleading. To depend on one yearns careful enquiry will 
be folly, as in India we cannot come to a standard estimate of annual produc- 
tion, the country being dex>endent on nature. 

In permanently-settled areas we cannot exempt i>ayment of land revenue. 
If the State gives up its claim, the modern zamindars cannot because they have 
invested their nil in laftd, so they must have adequate return. 

Q, 101 . — idfy view is that no tax on mutation should be imposed as it will 
increase the burden on the i)oor raiyat, besides I do not think it will help in 
checking the fractionisation of holdings. The only way to check fractionisa- 
.tion is legislation, but it w’ill interfere with x)rivate ownership. 

Q, 103, — The principle enunciated in the question is not applicable to the 
case of W'nsf)e land newl^' brought under irrigation. 

Q, 10$, — Bj’steiii prevalent in Bengal should be extended to other parts 
also. 

Q, 105, — No further tax should be imposed on mines and mineral trade,. 
If imposed, it will arrest the growth of industries. 

Q, 106. — Ability to pay should be the standard both in the case of national 
and beneficial services, 

Q, lOS, — The present provision is quite satisfactory. 

(). 100. — There is no doubt that the octroi causes a great hardship, but if 
this indirect tax be abolished it would diminish income which can hardly be 
made up by any other suitable means. 

As regards evasion, I have no experience. 

J . 110, — ^I think the absence of any other suitable means compelled the 
authorities to maintain this unpopular method of raising this duty. 

Q, 113. — These taxes and cesses should be realised separately from the owner 
and the occupier. Otherwise various ccmplications and difficulties may crop 
iiX> lietween the owner and occupier as to its incidence and liability to pay 
by each. \ 

Q. 11$, — ^Taxation is already too heavy. If it be further increased it 
would be unjust. 

Qr 114. — I am not aware of any limit. 

Q. 115 . — ^Present condition of land, whether develoi>ed or undeveloped, 
ahould be the basis of rating in municipal areas. 

Q. 117. — ^It should be earmarked, and the basis of the grant should be the 
urgency and importance of the work. 

0, US, — The Government should look to the efficiency of management 
M tne ffrst condition of the grant. It would be wrong to that there 

it no stimulus for such important services as education* sanitation and road* 
maintenance. 
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Q, 119, — I am against the imposition of any fresh taxes almilar tif those 
enumerated in this question. 

Q. 120, — (i) Such a recommendation does not merit criticism as it is not 
accepted in any country in the world (sec* Annexure E). I tun against this as 
it would be something like a poll tax. (tt> About taxing agrioolturalfincoms, 
see my answer to questions Nos. 1 and 2, and 100. 

There is duty on probate and letters of administration. Tinposi^fon qf 
death duties would he unjust (sw my answer to Q. IdT). 

Amongst the Hindus there is no registration of marriage. 

Import duties imposed on motor cars, patent medt(unes, etc., are already 
very high. They cannot bear any further taxation. 

The idea of levying a tax on every inhabited dwelling house and dowry, 
and abolishing land revenue is simply ridiculous. 

Q, 121. — I do not agiw with the statement. The country -made tobacco js 
almost n neces.sity to the poor peasants. It is not so harmful as other iatoxi> 
cants. 

Q, 122. — (1) As the article is produced very extensively, it is very difficult 
to estimate an accurate acreage. (2) The tendency in modern time is tO' 
discourage monopoly. So it should be left to private enterprise as at present* 
(3) For reasons stated above, we cannot support monopoly. 

Q. 12S.—^o, 

Q. 124- — As I favour no taxation and monopoly in tobacco, I do not ad- 
vocate any control. ^ 

Q. 12r>. — In view of what has been said above, this question docS not arise. 

Q, 126 .— No. 

Q. 127. — Tt would be very difficult to prevent smuggling. 

12S~1S1. — In view’ of what has been said above, these questions do not 

arise. 

Q. 132. — I am against this proposal, and it is not easy to fix any rate, 

Q, 133, — I am against imposition of any tax on tobacco. But if it be im- 
posed, it must be ad valorem. 

Q. 134. — If export duty on cigar be increased it will affect export, and the 
extent will depend on the amount of duty. 

Q. 185. — Excise duty wdll handicap a growing Indian industry. 

Q. 136. — As I am against taxing country-made tobacco, this question does 
not arise. 

Q. 137. — The present tax on property changing hands at death, as imposed 
by probate and letters of administration, is already too high. English system 
of death duty cannot be imposed here. 

By the law of primogeniture, property posses to the eldest heir without any 
fragmentation, but in India there is fragmentation which renders the succes- 
sors poor. 

English people live long lives whereas Indian life is vei^ short, so succes- 
sion in England takes place at long intervals hut in India succession takes 
place at ^hort intervals. If there he In England payment of such duty thrice 
in a century, in India it will have to he paid at least 7 times if not more. If 
introduced "in India, it will swallow the w’hole property in less than half a 
eeentory. 

In England there is no joint family, hut in India there is joint family 
which enjoins on the head of a rich family the charge of maintaining and 
educating even the distant relatives. 

A death in a Hindu family imposes a socio-religious duty requiring hearr 
expenditure. The Brahmin Pandits depend much on the gifts on such occa- 
sion. These things are unknown to English people and English economists. 

The marriage expense pf a Hindu girl is far more greater than of an 
English bride. 
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In a Hindu family guided by Mitakfihara law^ the right of a son accrues 
on his birth which is not known in England. 

ToUy temples and other works of public utility are financed by the heads 
of rich families, but if they are impoverished by the imposition of heavy death 
duty, fbuch noble works will die of themselves. 

l^hammadan Law enjoins a greater dismemberment of the property as 
apart from sons, daughters and other female relatives also inherit. If the 
small €»states be charged duties, they will disappear soon. 

For the above and other various reasons, the existing death duties should 
net be increased nor a separate death duty 1^ imposed. 

Qs, ISH and 1S9 . — These questions do not arise in view of what has been said 
above. (See ray answer to Q, 137.) 


Q, IJ^O . — Not appropriate to India. 

Q, HI , — Not appropriate. 

Q, H2 , — This question does not arise. (See ray answer to Q. 137.) 


Q, IJ ^, — I fully agree with the views expressed by Sir James Stephen. 
Beth the smaller as well as the larger proprietors have difficulties, so it should 
not bo levied. 


Q, 1j^5, — I am not in favour of such taxation. 

Q, 147 , — I do n(^ consider the combination as a suitable basis. Under the 
present constitution of India, item (1) seems to be the best. But this should 
not affect the income-tax and succession duties reserved for Imperial purposes. 
The Central Government should not try to impose uniformity on the analogy 
oi European conditions. India is almost a contiiient. There are so many 
religions, so many laws of succession, climatic changes, varieties of land tenure, 
etc., that the Central Government would fail to attain an uniformity. 

Q, Yes. 

Q, 149 . — Inequitable. 

Q. 150. — Though I do not favour the combi nation of items (2-4) in Q. 147, 
yet it may, if accepted, lead to a fairer and better distribution provided 
proper attention be paid to particular needs and production of each province. 
But the adoption of the combination will jeopardise provincial autonomy to a 
large extent. 

Q. 151,— Yea, 

Q. 15S. — Certainly. 

Q. 155, — I am against imposing a duty on country-made tobacco. 

Q, 156, — These taxes should be reserved for Imperial purposes. 

Q, 157, — These consideratioiis do not apply to stamp duties as conditions 
differ in different provinces. 

# Q, 161, — ^The present system is satisfactory as the income from Road and 
Public Works cesses has been enormously increased. The celebrated despatch 
of the Duke of Argyll, the then Secretary of State for India, while f dvocating 
Cor the present cesses held out a pledge to the landlords and the people of 
Bengal that no further increase of the Road and Public Works cesses amount- < 
ing to 1 anna per rupee be made nor any other rate or charges be ever levied!^ 

Q, 162, — ^No. Let the existing system continue. 

<f. leS.^No, 

Q. 134.— No. 

Q, 165,— In India there are already monopolies but th^ should not be 
extended any further. 

g. 163.— No. 

g* 167, — ^Yes, they apply. 
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Extract from the Presidential speech delivered Safa Sesheeease Law^ 
C.J.E,, M.L.G.f at the AnniMl General Meeting of the Brii^ah iJaum 
Association, Calcutta, held on the Slst of March 19M5^ 

Gentlemen, I regret to observe that a practice is growing up in somw 
quarters to regard the aamindars as tnterloi)ers and squatters upon th^land. 
These people are galvanii^d into horror by the very utterance of the name ol 
the Permanent Settlement. They are not only to found in particular 4 b 80* 
ciations, but also in the witness box of the Taxation Enquiry Cominitteo nnd 
in some of the Legislatures. But it often happens that what we take to be 
hogey turns out on close observation to be coiiimonplace thing. The fright, 
therefore, disappears on close observation. Those who decry the Permanent 
Settlement are merely superficial observers who overlook the circunisiances 
which led to the grant of the Permanent Settlement in Bengal by Regulation I 
of 1793. The difficulties of the collection of revenue after the grant of the 
Diwani in 1765 became insuperable, and everything oonrmeted with sueii collec- 
tion was in a hopelessly chaotic state. Various methods of collec^tion were 
tried, still arrears went on accumulating. The tenants suffered fearful oppres- 
sions and extortions in the hands of the revenue-farmers. To extricate them- 
selves from this financial muddle, the authorities of the East India Ooinpaiiy 
instructed their Governor-General to form the basis of land settlement which 
would be deemed as permanent and unalterable in Bengal. The amount of 
demand of revenue from the zamindars was fixed on the basis of the previous^ 
payments made by the farmers of revenue and had no reference to the produc- 
tive powers of land. The proportion of the revenue fixcil was of the 

gro&s rental. According to the estimate of Sir John Sho^ the Governmuiit 
received 45 per cent, the cultivators got 40 per cent and tuo zamindars got 15 
per cent, of the gross produce of the soil So it will be obnervea that the 
zamindar’s share of the prcxluco was very insignificant specially at a time 
when the country luul not recovered from the after effects of the tamine of 
177(> and the severe exactions of the Amins. By the Permanent Settlement ol 
1793 the zamindars were declared by the English Governnumt to ho “ heredi- 
tary proprietors of soil,” the conditiem being that on default of payment of 
Revenue on a particular day, the estates of the zamijulnrs were to he sold. 
The raiyats who held under pattahs, and khud-khast raiynts wore declared 
to have the right of occupancy in their lands. But under clause I of Article 
• VII of Regulation I of 1793 the Governor-General-in-Council reserved to him- 
self the power of enacting laws for the protection and welfare of dependent 
talukdars, raiyats and other cultivators of the soil. This power certainly does 
not mean or authorise the Government to transfer some of the proprietary 
rights vested in the zamindars to the raiyats, as the Court of Directors in their 
Despatch (see Report of the Rent I^aw Commission, page 88, paragraph 1) 
explained that it referred only to such Regulations as might be necessary to 
prevent the raiyats from being improperly disturbed in their possession or 
loaded with unw'arrantable exactions. The <difnculties of the zamindars at the 
period can be fully conceived. They must pay their revenues on due dates, 
otherwise their estates would be sold. Whether they themselves realised or 
not, their just dues from their tenants were not to be looked to at all, and at 
that period there existed no machinery by which they could speedily recover 
their rent from the tenants. If they defaulted to pay the revenue, the 
stringent sunset law was at once enforced. 

It will thus be seen that it was not by mistake or in a fit of whim or 
caprice, aiAias been asserted by some irresponsible critics that the Government 
of the day made the zamindars the owners of the soil and fixed the demand of 
^G^ernment revenue; but circumstances compelled the Government to do so. 
Lord Oornwallis wrote in his Minute of the 18th September, 1789 regarding the 
Permanent Settlement: It is for the interest of the State that the landed 
property should fall into the liands of the most frugal and thrifty class of 
people, who will improve their lands and protect the raiyats, and thereby pro- 
mote the general prosperity of the country ”, and he further says ” there ht 
nothing new in the plan except the great advantages which are given to the 
lamiiidM, talukdars and raiyats on one side and the additional security^ 
wizkdi tile Company has against losses by balances from the valoe of the land 
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whiclfx iH to be 6o]d to make them good being greatly increased on the other. 
By wnat probable, I may even say possible, means such a plan is to fail^’ (see 
documents and extracts illustrative of the British Period of Indian History, 
Part 1, pp. 130-133). The Court of Directors wrote on the 12th April, 1786: 
'‘it is entirely our wish that the natives may be encouraged to pursue the 
occupi^tions of trade and agriculture by the secure en jojmient of the profits of 
their industry; and that the zamindars and raiyats may not be harassed by 
incrc^ftsing debts, either public or private, occasioned by the increased demands 
of Government ** (The Zamindary Settlement of Bengal, Vol. I, Appendix 
W,, p. 49). “The effect of the Permanent Settlement/’ says Charles Ross, 
“ has been a wonderful extension of cultivation. Though the original Settle- 
iiient was not at the time a light settlement, yet the sav'ing principle of the 
perniaiieiit certainty of the assessment brought the settlement through. So 
that, from the protection from foreign invasion, the increase of population, 
and the consequent increase for the demand for land, a great increase of culti- 
vation, and a great rise in the rent of land have taken place, and the estates 
have become most valuable property. The greater part of the land had, at 
the period of settlement, become waste from mis-govCrnment, not only has the 
lost cultivation been recovered, but vast tracts where the plough had never 
passed have been reclaimed. The result of the Parliamentary enquiry seems 
to demonstrate that the permanency of the Bengal Settlement has not been a 
■bad bargain. That, in addition to giving Government a fair revenue, it has 
increased very much the wealth of the country.” 

The constant cry of some persons in season and out of season with the object 
•of reversing the Permanent Settlement is that the zamindars are “ oppres- 
sors ” and “ blood / ackers.” But there is no charm in those words which by 
repetition <.rould produce any effect. Their object is to give the dog a bad 
name and then to hang it. But they forget that the zamindars’ prosperity 
and welfare are bound up with those of their tenants, and it is their interest 
to Iqok to the welfare and contentment of their tenants. There are black sheep 
I admit and what coinninnity is there which is free from it. There is no reason 
why a gross libel should be perpetrated upon a whole class for the sake of a few. 
By no amount of perverse interpretation of the law or stigmatising the zaniin- 
dars they can establish that the raiyats are the proprietors of the soil. 

The Permanent Settlement is a solemn contract which cannot be set aside 
with any show of justice, equity or reason. And I firmly believe that neither 
the British Government, nor the Legislatures which form a part and parcel of 
tliat Government, would set aside the Permanent Settlement, as that would be 
an uiirigli toons act on the faith of this pledge, the zamindars having invested 
large sums of money on their estates. It should also be stated that of the 
zainiudars with whom the Permanent Settlement w'as originally made, pro- 
bably 00 per cent no longer exist, their estates having been sold out ; and the 
persons who purchased them paid a proper and fair price on the belief and in 
consideration of the fact that the “ orders fixing the amount of the assessment 
us irrevocable and not liable to alteration by any person whom the Court of 
Directors may hereafter appoint to the administration of their affairs in thw 
country.” The present zamindars get only 4 to 5 per cent as profit for the 
investment they have made in landed property. One retired member of the 
Public Works Department in suggesting the abolition of the Permanent 
Settlement, recommended the redemption of the land revenue by the payment 
of the revenue of a fixed number of years in a lump sum. But the gentleman 
forgot that the zamindars have no money to pay the adequate amoiint to the 
Qovernmoni . 


Written memorandum of Mr. J. A. L. SWAN. C.I.E., I.C.S., MJLC, 
Secretary to the Government of Bengal. Education 
Department. 

OS , — In my opinion, Government may legitimately charge more for the 
registration of d^uments than the amount actually required to cover the cost 
ot the Ib^istration Department. I see no practical reason why the State 
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should not make a profit from its charges tor services rendered to iiidmdtials. 
This is the more reasonable in the case of registration fees, because the sy^in 
of registration has given secnirity of title and reduced the risk of seoret and 
fraudulent transactions, and has thereby increased the market value of pro- 
perty. I am aware that when the Indian Registration Act was passed, the 
Government disclaimed any iutentioii of using it as a source of (revenue. 
Clearly when the system of registration was in its infancy and Government 
w‘ere anxious to popularise and extend it, it would have been unwise tc^mpose 
heavier fees than a*ere necessary to (‘over the cost of the dejiartmeiit. Cir- 
cumstances have now changed. The system is welUestublished and popular, 
and an iiu-rease of fees can he so assessed that the poorer classes will be little 
affected, if at all. 1 consider, therefore, that registration foes are a legitimate 
source of revenue which Government, in their present financial difiiculties, are 
not in a position to neglect. 


Written memorandum of Dr. D. B. MEEK, M.A., D.Sc., I.E.S., 
O.B.E., Director of Industries, Bengal. 

<?. — With a tew exceptions, an excise duty on the articles mentionod in 
the list would not yield iniich. Some of the articles also are only beginning 
to be manufactured iu India and the difficulties of manufacture with profit 
are already sufficiently great: €,g., the following would yield practically 
nothing : — 

Acetic Acid, 

Cartridges, 

Chewing gum, 

Cigarette papers, 

Chocolates, 

Motor cars, 

Playing cards, 

Pleasure vessels, 

Saccharine, 

and the manufacture of those given below is only being carried on with diffi- 
culty : — 

Matches, 

Oleomargarine, 

Soap, 

Sauce, 

Sugar. 


Written memorandum of the MARWARI CHAMBER OF 
COMMERCE, Calcutta* 

0. I.— My Committee do not think the statistics of the Annexure 
to be sufficient for the purpose of reaching the accurate estimate of the wealth 
of the^country. Statistics of mineral products, industries both great and 
small trades, wages and such other resource.s of the like nature should not 
• be excluded for the purpose in hand. Further, all the statistics given are 
not deemed by my Committee to be exactly correct. Of course, those of 
the agricultural and larger industries are quite reliable. The process of 
gathering data is quite unsatisfactory and this makes the statistics unreliable. 

Q, The Chamber is not in a position to give the correct estimate of 
the wealth of the country, for in the absence of sufficient data, the estimativi 
cannot b^t he erroneous. 

Q. i.— Impossibility ol orriTinp at a correct estimate arises from the want 
of snfficient statistics. 
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^ — It will involve n greet expense to procure correct statistics. Tb0 
present method of statistics is not satisfactoiy. 

5. — Indian products are of various kinds and nature, census of pro- 
duction will serve no useful purpose in India. Hence it is quite unnecessary. 

the Chamber does not think it necessary. 

Q, ^ — Yes, the above estimates will be useful for ascertaining the inci- 
dence or taxation. No comparison in this respect should be made with regard 
to foreign countries. 

Q. S, — The diffusion theory of income is now ignored, and it is said that 
the incidence of taxation can be ascertained with proper statistics. In cases 
like income-tax and death duties the incidence can be easily known; the 
incidence concerning the income of wages, agriculture, etc., may be ascer- 
tained from the details given in the Annexure C. But it is not very easy 
to find it with regard to interest or commodities for their various factors 
unknown and unknowable. 

Q, .9. — Direct taxes except poll tax fall on the rich as well as on the land- 
holding classes, while indirect taxes affect the poor and middle classes. Taxes 
are paid by the people in general, so it is desirable to follow the opinion of 
the public. 

Q. 10, — Excepting Government estates barely 2 i>er cent of the land 
revenue comes from the sale of waste lands, forests, etc., which do not fall 
under the meaning of taxation. 

Q, 12, — The revenv 3 from forests, as the Chamber thinks, is not a tax 
at all. a 

Q, IS . — Tn the Gov€»rniueiit or Semi-Government commercial institutions 
there should be n sinking fund for depreciation and small reserves. A return 
on the capital should be provided. 

Q, 14 . — The Chamber does not think that there is an element of taxation 
in the revenue from the railways, tramways, telephones, telegraphs, posts, 
etc. But so far cinchona is concerned, the revenue hereof has got an element 
of taxation. 

Q, 15 . — The Chamber has no information to answer this question. Only 
the charges of irrigation appear to be a little more. 

Q, 10, — The Chaml)er is not in favpur with the State taking charge of 
irrigation w^hich is the function of a trader only. 

Q, 18 . — ^The income under the Indian Ports Act should not be said to fall 
under the category of taxation, provided it is not extremely heavy, nor intend- 
ed for profits. 

Q. 19 . — A particular locality is only a part of the whole country: so the* 
taxes that are imposed to meet the expenses thereof should come within the 
general incidence of taxation. 

Q. 20. — In the consideration of incidence of a particular place, the 
Chamber thinks that there should not be any distinction between taxes for 
particular services and those for general purposes of the local body. 

Q. 21 . — Indirect taxes may be regarded as voluntary with some exceptions 
such as on salt. 

Q. 22 . — ^Taxes on luxury and amusements should be separately class&ed. 

Q. 23 . — The Chamber conours in the statements that taxes on tobaccq 
cigars, and cigarettes and liquors are not economically burdensome except on * 
the family of the smokers and drinkers. 

The Chamber does not dislike a tax for amusements it is not 
exorbitant, if the prosperous people have some pleasure in iliem. 

^ 23 * — Ik tax on tobacco that on liquors do not affect Sikhs and 

Muhammadan masses generally. 

iM.— The words of Sir Josiah Stamp may be helpful for refexence with 
regitd to taxation. 
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Q* — ^Yes, every member of the community should pay some sertf^f taxes 

so that he or she may feel the personal existence in the community. 

g. 5^.— Yes. 

Q, SO . — The Chamber does not recommend direct tax in any for the 
poorer classes. The poll tax is the worst kind of taxes in the wwd. My 
Chamber strongly opposes this tax. It is highly objectionable. 

Q, SI. — ^The Chamber thinks capitation tax to be objectionable fct© poll 
tax. The chowkidari tax is less objecriionable. 

Q. Si . — In the opinion of the Chamber, the poll tax and the capitation 
tax are more objectionable than salt tax, excise duty on cotton, keroaine, 
customs and duties on matches. 

Q. SS. — ^The rate of income-tax is already too high for any further enhance- 
ment. My Chamber is against any increase of the? raU». if the Government 
want to make up the defficiency owing to the repeal of any other tax. More- 
over the Chamber thinks that on account of war, rates were euhuiic^d but 
now the people have every right to ask the Government for minimising the 
rates because the war is over. 

Q. SJ ^. — As regards progressive taxation the Chamber considers the 
existing scheme of graduation satisfactory. Different graduations with pro- 
per abatement should be introduced. 

Q. S5 . — ^The Chamber advocates differentiations in favour of earned in- 
come. If by ‘‘productive enterprise** is meant industry in the opinion of 
the Chamber no differential treatment could be accoijjed to these. 

Q. S6 . — The Chamber considers it quite possible without tl^'o^cedings of 
an inquisitorial nature to make allowaiic'es for the number of |»er8ons supported 
out of particular incomes. What is necessary is to require assesses to furnish 
r. statement showing the number of persons dependent thereon. 

Q. S7. — ^I'he Chamber i.s strongly opposed to the further continuance of 
the super-tax in any form. It is an extraordinary tax the imposition of 
which was agreed to by the people only a.s a war tax on the strength of the 
Government’s assurnnw that it would be abolished after the ee.ssation of the 
war. Since the special taxes imposed during the war have been or are being 
repealed or reduced in every other country in Europe, financially far better 

than India, there cannot be the least justification for its continuance 
in this country. Not only does this tax operate as an oppressive burden on 
tho.se who are required to pay it, but it stands as a serious obstacle in the 
way of the industrial development of the country. Following the example 
ol other countries the Government should lose no time in repealing this unjust 
tax. 

Q. S8. — ^The Chamber is not in favour of the removal of the exemption of 
incomes derived from agriculture, a.s that would practically mean removal of 
the Permanent Settlement. Nor does it think that a tax can be profitably 
imposed on the incomes of farmers. The holdings in this country being very 
3 mall, taxing the farmers appears to be unthinkable. 

Q. 39. — As regards the statement that the taxation of agricultural incomes 
would probably mean a gain of 16 to 20 crores to the revenue, it is difficult to 
express any definite proposal as to the correctness or otherwise of this 
estimilte. To arrive at a correct decision it is necessary to enquire into the 
average size of holding in the country, the average number of persons depen- 
dent on such holdings for their support, etc,* What the Chamber can say 
* is that the taxation of agricultural incomes will result in a substantial gain 
to the revenue, although the gain will be of a fluctuating nature. 

— In view of the fact that there is the element of economic rent in 
all lands which is not present in other forms of income, these cannot be com- 
pared with income derived from land. As regards the limit of exemption, 
it would not be fair to reduce it, as it is not really higher than the limit 
in other countries. It should not be forgotten that the earning member of 
an Indian family has generally to support a large number of dependants and 
that there is not provision of abatement in the Indian law. 
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Q, iU - — The Chamber does not think that efficiency has increased in pro- 
portion to the increase in the establishment of the Income-tax Department 
and for all practical purposes income-tax is still a tax on honesty. There has, 
however, been a very appreciable increase in official arbitrariness which means 
greater* ^rouble, inconvenience and harassment to the people than before. 

Q, 4 ^. — There can be no objection to a standard form of accounts if the 
form pr prescribed in consultation wrth and with the approval of the com- 
mercial communities. It should be remembered that if evasion is possible 
in all forms of direct taxation owing to assessment being necessary arbitrary 
official action to show increased revenue is not less possible. 

Q. 4 $, — The Chamber does not favour the idea of publicity being given 
to incomes taxed or income-tax rolls being made public records. No parti- 
cular benefit or advantage can be expected from publicity. On the contrary, 
it may affect the interests of business people adversely. The employment 
of non-official assessors and commissioners is also open to objection. The best 
solution is to increase the efficiency in administration. If the tax collector 
is to see that no evasion takes place, it is fair that he should also assist the 
tox payer os far as possible by pointing out where a rebate or refund is 
due. 

Q, 44 . — The Chamber does not consider the issue of income-tax-free secu- 
rities objectionable. 

Q. 45 . — ^The income-tax on bearer securities may be collected by means of 
stamp duty on the coupon. But the principle of collection at source is of 
doubtful soundness. 

Q. ^ 

Q. 47 . — ^The system of assessment on the basis of three years’ average is 
undoubtedly preferable t*i assessment on the previous year’s income and the 
Chamber strongly recommends the introduction of three years’ average 
system. Although the Royal Commission of 1920 in England recommended 
that the preceding year should be the basis, it is wholly unsuitable to India 
as fiiictuations in incomes from trades, profession etc., are very rapid and wide. 
The previous year system has proved a real hardship to the people. 

Q. 48 . — What the Chamber can say in regard to the views expressed in 
the paragraphs quoted is that in a country like India where there are no 
reliable statistics regarding the financial condition of the people, it must be 
difficult to find the point which Sir Josiah Stamp recommends. Admitting 
that all classes of the people, including the poorest, should contribute some- 
thing to the State, it is desirable that the indirect taxes on necessaries should 
be kept as low as possible while higher rates should be levied on luxuries. 

Q. 49 . — Having regard to the fact that India is industrially backward 
and is struggling to become more or less self-contained in that respect, the 
Chamber cannot approve of, much less recommend, an excise on any of the 
articles mentioned in the list, except perhaps on aerated waters, as an excise 
duty is bound to hamper the development of industries. Rather the Chamber 
would recommend the abolition of the existing excise duties. 

Q. 50 . — In case of luxuries, the graduated or progressive principle should 
be applied to indirect taxation but not in case of necessaries though it must 
be admitted that it is rather difficult to distinguish between necessaries and 
luxuries. 

Q. 51 . — The Chamber accepts the statement of general policy quoted in 
the questionnaire in regard to taxation on salt. 

Q. 5i ^. — ^The Chamber desires to point out that it is not the salt tax alone * 
which the poorer people of this country have to pay. They have to pay import 
and excise duties on cotton piece-goods also. Yhe salt tax should, therefore, 
be kept as low as possible. 

, Q. 5S . — ^The present Indian rate of taxation is higher than that of Japan 
and lower than thht of some other countries. But considering the compara- 
tive n^ealth of the different countries, the Indian rate is undoubtedly mgh. 
The fact should be remembered that in India salt is mostly used for human 
consumption, whereas in other countries it is used extensively for agriculturaT. 
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and other procluctire purposes also. Any further increase in &e rate in 
this country is bound to prove an oppressive burden. • 

Q. 55 . — In the present ^iiditiou of the country, State monopoly for the 
manufacture of salt is desirable, provided a purer article is available at a 
cheaper cost. 

Q. 56.— The Chamber does not consider the imposition of a protective duty 
on salt with favour, bei^ause it is bound to raise the price to the great hard- 
ship of consumers of the poorer classes. % 

Q, 5S. — Yes, the Chamber is in favour of the ouforcemont of sale of salt 
by weight where it is now sol<] by measure. 

Q, 59. — The Chamber does not consider that cost of transport could be 
reduced and retail prices steadied by opening depots for the sah^ of salt by 
Oovernraent and it is not in favour of action being taken on these lines. 

Q. 60. — Yes, any of these methods sliould be employed for the donatura- 
tioii of salt with a view to its issue free of duty ns in that civse the consump- 
tion of salt for agricultural and industrial purposes will increase to the great 
benefit of the country. 

Q. 61, — Although the Chatnber would like to see a |>olicy of absolute pro- 
hibition adopted specially in the industrial areas, the Chamber does not 
iinticipate any legislation for the purpose in the near future. 

Q. 62. — The Chamber does not approve of any of the )>roposalK mentioned 
in the questionnaire for recouping the loss of revenue as a result of prohibi- 
tion. It is of opinion that the problem of raising more revenue is to be 
solved in different ways in different provinces accordi^ to their local con- 
ditions. ^ 

Q. 63. — ^The Chamber agrees with Sir Josiah Stamp’s note in the last 
paragraph quoted in the questionnaire. The Chamber has however no 
hesitation in saying that in a poor country like India, high prices of in- 
toxicants cannot but have a deterrent effect on consumption and hence on 
social evils also. 

Q. 6k » — The policy followed in Bengal falls short of what the Chamber 
would approve. 

Q. 65. — The rates in the mofussil are too low. The rates in the industrial 
areas are certainly high, but still the Chamber would urge a further increase 
in order that they may have a deterrent effect. 

Q. 67.— Yes. 

^>. 6^'. — Yes, because the imposition of supplementary duties on foreign 
liquor by Local Governments would be a source of income to them. 

Q. 69. — As liquors are sold through licensed vendors, they may be re<piired 
to submit returns as regards quantity, origin, import and export for adjustment 
of relations between provinces. 

Q, 71. — Yes, there are various considerations to justify variety of rates 
on ganja, charas and bhang. 

Q. 74 . — It is quite probable that as a re.sult of the reduction in the number 
of licences, the value of those that remain has greatly increased on the 
ground of monopoly but the Chamber has no remarks to make on this sugges- 
tion. 

Q. — Excluding Burma, the existing rates of duty are sufficiently 
uniform if the local conditions are taken into consideration. 

Q, 76. — The Chamber has not experfence of the system of employing paid 
persons for the retail sale and distribution of opium. The introduction of 
the system may, however, be expected to increase revenue. 

Q, 77. — The present arrangements, if more efficiently enforced, will prove 
adequate for the control of smuggling. If further steps are considered neces- 
sary, they should be taken by the cultivating provinces. 

Q. 78. — For revenue purposes a tariff should be confined to a few articles 
in common use and should not cover all imports. In Great Britmn 90 per 
cent of the total customs revenue is obtained from four commodities, such as 
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tabaoco, tea, and spirits. In India and in some Dominions also 

major pcirtion of the doty (about 60 per cent) is obtained from a few imported 
commodities. From a purely revenue point of view, import duty on a few 
articl€)S in common use and on luxuries is desirable because in that case it 
can be levied economically whereas if all imports are taxed, a large portion 
of the r^enue is likely to be swallowed up by the establishment charges. 
The limit in the number of taxable commodities can be determined only by 
a refer^ce to the statistical returns of the Customs Department. But it may 
]>e nec^sary to cliange the limit from time to time according to the changes 
in the habits of the people. 

Q, 79 , — Revenue from the customs duty on most of the articles has in- 
creased with the gradual increase in the rates since 191^-14. There were 
so many unknown and unknowable factors in operation during this and the 
succeeding abnormal period that it is difficult to say what has been the exact 
effect ,on revenue of the changes in the rates only. Now that normal condi- 
tions are returning, it will be possible to measure real effect after, say, another 
four or hve years. 

Q, — ^Yes, increasc^d rates can be imposed with advantage on articles of 

luxury otherwise than for the purpose of protection. 

Q, HI , — Because of its vastness and agricultural resources, the case of India 
is more akin to that of countries like Canada, Australia, the United States, 
Brazil, Argentine Republic, etc., than to that of Great Britain or Japan, 
the only difference being the dense population in India. But for this difference 
India could have followed with advantage the tariff policy followed in those 
countries. At presenOndia should follow an intermediate course by imposing 
a moderate irj^iort duty on commodities in general use, a high rate on luxuries 
and special commodities and also a moderate export duty on commodities in 
which India has a monopoly or semi-monopoly. India being a country with 
very few manufactured articles to export, the necessity for provision for 
preferential treatment or favoured national treatment in its tariff system 
does not arise. India is chiefly an exporter of raw materials which are 
received free or almost free in all countries. 

Q, 82, — Yes, there are some articles such as shellac, oil-seeds, manganese, 
mica, etc., that are not at present subject to export duty. Duty on these arti- 
cles may bo imposed for revenue purposes without injuring the trade of India. 

Q, 8S, — Ad valorem duties have been given up in countries like Germany in 
favour of specific duties, but it has been retained by countries like the United 
States, Canada, etc. Both these systems have their merits and demerits. 
From a revenue point of view as well as from that of the interest of business 
people, the Chamber prefers the present system known as the tariff valuation 
which is a combination of ad valorem and specifie duties, provided valuations 
are made at frequent intervals, whenever this system is found possible. 

Q, 84* — ^Yes, the system of tariff valuations is working fairly satisfactorily. 
But in view of the rapid fluctuations in prices it is desirable that the valua- 
tions should be revised more frequently. 

Q, 85 , — Goods are frequently detained by the appraisers’ and importers’ 
valuations are rejected for insufficient reasons. There have been cases where 
importers’ valuations have been refused in the first instance but subsequently 
admitted after considerable delay on the importer offering to hand over the 
goods to the Customs at his own valuation. Besides, it is a matter of common 
knowledge that the appraisers employ brokers to make enquiri^. This 
practice is manifestly wrong and should be stopped at once. i 

^Q, 87 . — ^In the opinion of the Chamber taxes on auction sales, betting, 
club subscriptions, luxuries, and safe deposits can be levied for the benefit of 
tbe Provincial Governments. 

Q. 88 . — The Chamber agrees with the principle laid down by Bentham 
t^t high stamp duty for judicial proceedings is undesirable. In a country 
like India it cannot but be . regarded as extremely so when it is remembered 
holdings in this country are very small, rights of occupancy and inheri- 
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tance are numerous in forms, the people ore poor and economic and educa- 
tional conditions still very backwai^. ^ 

• Q. 90, — ^The Chamber does not agree with the view expressed by Hobson. 

Q. 91, — Under the present rules of the Calcutta Stock Exchange there Is 
no evasion of payment of stamp duty, for the reason that a delivify is not 
thought good unless the proper value of stamps is affixed at the time of the 
transfer. If it is argued that the blank transfer system now in vogtm means 
evasion, the Chamber does not agree, as there is not the least doimt that 
under this system, the turnover is o%’er so much larger than it would be if 
the blank transfer system was quashed and further, actually with a larger 
turnover, the Government is a gainer in stamp duty on contracts and on 
other necessary documents. 

Q, 92, — In all kinds of fees imposed in judicial proceedings for revenue 
purposes, an element of taxation is present, ns the foes are higher than 
necessary to meet the cost of the services rendered. 

Q, 9S, — ^The fees levied for the registration of a transaction should l»e 
such as only to cover the cost of the staff, pensions, buildings, etc. High<*r 
fees are not reasonable, because the parties are required to pay separate fetw 
if and when they came it) the law courts iii connection with thcjir registered 
transactions. 

Q, — All fees are sufficiently high and will not admit of any further 
enhancement. But so far as licenses are concerned, the Chamber thinks that 
in professional licenses and excise licenses a further element of taxation can 
very well be introduced. ^ 

Q. 95, — The Chamber is not in favour of the increase of ^her taxes in 
lieu of the amusement tax nor does it like a more general extension of th* 
entertainments tax. The present system ought to be retained with exemp- 
tion up to a certain limit. 

Q, 96. — A tax is compulsory contribution of wealtli by a person or a body 
of persons for the service of the public powers. For rent we have got the 
famous Ricardian theory. If it is admitted that the State is the ultimate 
owner of the land, then theoretically land revenue is rent. But from a con- 
sideration of the machinery for assessment and the compulsory nature of the 
collection, it is akin to a tax. It can be considered similar to taxes on special 
advantages or monopolies. In areas not permanently settled, if the land 
revenue is revised according to the fertility of the soil the element of rent 
preponderates ; but if it is revised according to the requirements of the State, 
it is a tax. In the permanently-settled areas it is certainly a tax or if one 
likes it, it can be compared to interest on capital. 

Q. 97. — ^In permanently-settled areas, land tax does not afPect the interests 
of the cultivator injuriously. Prosperity depends on monsoon, prices, etc. 

Q, 98, — The Chamber does not agree in the criticism. 

Q. 99. — Temporary settlements are based on prices for different p^sriods 
and cannot but lead to some amount of inequality. It cannot be got rid of. 

Q, 100. — It is impossible to answer the question whether Rs. 2,000 a year 
is the subsistence level, because it conveys no meaning unless the size of the 
unit of the family is fixed. The Chamber thinks it impracticable for a taxing 
officer to ascertain whether an agriculturist’s income exceeds this or any 
other Umit. The fixing of such an exemption limit will certainly induce a 
further fractionisation of holdings. 

I Q. 101, — ^If possible, the Chamber would apply to waste lands in old coun- 
tries newly brought under an irrigation scheme principle whereby neii^ly 
discovered natural resources of high value would not become private property. 
But considering that practically all lands in this country whether waste or 
cultivated are in the possession of some one or other and are private pro- 
perty, the Chamber does not see how the principle can be justly applied to 
natiu'al resources discovered therein. 

Q, Conditions being not uniform within municmal limits in every 

prorincBf the Chamber does not think it practicable to adopt a uniform plan 
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of levying land revenne therein. This field of ta^ciation should be left to the 
local authorities. Government will not lose much in consequence. 

Q. 104 » — The Chamber prefers method No. 6 (to compare the percentage 
borne by land revenue to gross or net produce). It would be better if the 
net produce can be ascertained. But that being not practicable the gross pro* 
duce may be taken. 

Q.J!05 . — ^The Chamber does not approve of further taxation on minerals 
as that would hamper the development of mineral resources. 

Q, 206 . — ^While generally agreeing to the classification, the Chamber 
considers it desirable that the portion of the expenditure devoted to the per- 
formance of service that partake of national character should be borne mainly 
by the State. As for the services that are locally beneficial, the taxation 
should he proportional to the benefits. 

Q, 107, — The taxes mentioned in schedule II to the Schedule Taxes give 
sufficient scope to the local bodies and further powers need not be given. 
Some of the existing taxes like the entertainments tax should he made over 
to the local bodies. Specified taxes need not he imperative. 

Q, 108. — Of the three kinds of taxes levied by municipalities and Local 
Boards, octroi should be discontinued, as it is a hindrance to trade and 
uneconomic in collection, and should be replaced, as has been done in some 
of the European countries by the imposition of an amusement tax where 
possible, and additional tax on excise shops. 

109. — The Chamber is inclined to agree to what has been said about 
the octroi duty in^che paragraph quoted in the questionnaire but the 
Chamber’s efvperience in this matter is limited and it does not feel justified 
ill commenting on the criticism or in expressing any opinion as to how far 
it is liable to be evaded. 

Q. 111 . — The Chamber does not think that the time has come for the 
abolition of tolls in this country. In view of the fact that large improve- 
ments in transport facilities are still necessary and that such improvements 
cannot be effected from the ordinary revenue, it is desirable that the improve- 
ments tliemselves should pay a part of the cost. The distance between one 
toll-gate and another should depend on local conditions. 

Q. 112 . — Owners of houses and lands will not be injuriously affected if the 
house tax and the land cess continue to be levied wholly on them. The 
demand for houses and lands is very great and owners will be able easily 
to shift the burden of the tax and cess, in fact they do shift it, on to the 
occupiers. 

IIS . — In India it is not only desirable but necessary to limit the powers 
of the local authority regarding the levying of house and land tax and land cess,, 
because in the existing circumstances all increases in rates and taxes will 
fall on the occupiers and the cost of living far higher than before, such 
increases will mean a serious additional hardship to them. On the other 
hand, if such an additional burden is thrown on the owners, then surely the 
incentive to building construction will diminish and housing difficulties* will 
become more acute. 

Q. m . — So far as the Chamber is aware, there are only abatements but 
no exemptions from house tax. 

Q. 115. — Land values within municipal areas being enhanced ai^a rapid > 
rate, it is desirable that such increases in site values should be subject to 
taxation, because it is sure to check speculation in land and thereby to heln. 
towards the solution of the housing problem. Of course any improvements 
by the owner should be exempted from taxation. 

Q. 116.— The experience of the Chamber is thaT the profession tax and 
the tax on the companies have proved successful. The Chamber *is not aware 
of any manufactuxing tax on cotton in Bengal but it does not approve of 
such a tax. 

Q, 117,— The Chamber considers that unconditional contributions front 
Governmental funds in general aid of local finances, as is the practice in 
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laaiiy foreign municipal ities. are not desirable. In its opinion the seheme 
proposc^d by l^rd Balfour of Burleigh as Chairman of the Royal Comnnsaion 
on local taxation (1901) is a sound one. According to that scheme grants-in- 
aid should be given in the form of block grants for each service and distri- 
buted according to the needs of the Walities. The necessity of expenditure 
is to be determined partly by population and partly by the actual expeirditure. 

Q, Its. — The Chamber believes that an udecpiate stimulus exists in the 
country for improving education and sanitation and niaintnining^and 
eonstructmg roads. It is. therefore, desirable that local authorities should be 
given a free hand in these matters. 

Q, 119. — In the present backward condition of the coinuierce and indus- 
tries of the country, the Chamber cannot recommend the imposition of 
further burdens upon them as that will surely hamper their progress and 
development. Hotels may be taxed, if necessary. 

120. — it) In the opinion of this Chamber a universal income-tax recom- 
mended by Mr. J. C. Jack cannot be coiuU'inned too strongly. It is sure to 
prove uneconomic and an oppressive burden. 

(//) Ihe Chamlier is not in favour of the taxes suggested by Prof. K. T. 
Shah. Even iii these cases in which taxation is possible revenue will pro- 
bably be insignificant compared to the trouble. 

(ii/) The idea of a tax on dowries is simply ludicrous. 

(ir> Of all the taxes suggested by Professor Ayyangar ihe Chamber thinks 
that duty on patent medicines and luxuries only are possibU*. 

( As regards Sir Gangn Ram's proposal to siibstitu# a produce tax for 
land revenue, the Chamber thinks that in a densely populated fbuntry like 
India, land has a high wonomic rent. If this proposal is carried, agricul- 
turists will enjoy the economic rent without contributing anything to the 
State and an injustice will be done to the other sei'tions of the people who 
have no land. 

Q. 121. — However correct the statement that the amount of tobacco used 
by any one person is never very large and that if taxation leads to curtniiment 
of its consumption, so much the better from the social point of view, may 
•be theoretically, the amount used by any one person is not less than salt and 
indeed it is so widely used that its taxation is sure to be very keenly felt 
by the poorer section of the people. The Chamber cannot, therefore, wholly 
approve of indigenous tobacco being taxed. 

Q, 122. — As has been stated above, the Chamber does not favour anj^ 
tax on indigenous tobacco. If, however, it is considered imperative to levy any 
duty on tobacco, the Chamber thinks that a very small acreage duty on cultiva- 
tion will be preferable to tax in any other form. 

Qs. 12^, 124 125 , — ^The utmost the Chamber can recommend in this 

matter is the imposition of a small acreage duty without any control or 
restriction on cultivation. A small duty will not cause any injustice owing to 
\inequal fertility of land. 

Q. 126, — Yes, in Bengal the acreage duty could be collected with the- 
assistance of Union Boards at a small cost. 

Q. 127, — ^Yes, it would be practicable to prevent imports from Indian 
States. ^ 

» Q, 128 , — The Chamber considers it unnecessary to secure the bringing of 
tile leaf into bond. 

Q, 129, — ^Yes, the cultivator should be permitted to grow a fixed maximum 
quantity for domestic purposes. 

Q, ISO, — ^Holding the views as expressed above, the Chamber considers it 
unnecessary to answer this question. 

Q. Prom the Chamber’s stand point the question does not arise. 

O. ISS.—Ji as suggested by the Chamber an acreage duty is levied, a 
further duty on manufactured tobacco will not be desirable. 
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Q. 1S $, — In osies of high tnriffs, special duties are preferable to the ad 
val^^em system. Tobacco, cigars and cigarettes pay hi^ rates of duty and 
spectho rates are therefore needed. At the same time it is desirable that 
an element of graduation should be introduced in it, if possible. 

— ^The consumption of cigars and cigarettes has increased. But 
while the duty on those commodities has increased rapidly^ that on the manu- 
factured tobacco has not. Manufactured tobacco is now, therefore, imported 
in increasing quantities and cigars and cigarettes are prepared with it. This 
accounts for the increase in the import of this commodity. The decrease in 
the exports of cigars is due, firstly, to increased home consumption, as many 
people are unable to use imported cigars on account of the high duty thereon, 
and secondly to decrease in external demand for the Indian product. If 
local taxation be accompanied with an increased import duty, home consump- 
tion will not be affected, but export will decrease owing to the rise in prices. 
If, however, there he no increase in the itni)ort duty, the home products will 
suffer to the advantage of imported gmxls. 

(). 1S5, — In tlie absence of any data before it, Chamber is not in a posi- 
tion to say to wliat extent Indian-made cigarettes are made of Indian and 
imported tobacco respectively. But it appears that in the better class Indian 
manufactnres importcMl tobacco is ordinarily used. As this imported com- 
modity is already subject to a tax, it will not be desirable to impose an 
additional excise duty. It wilt neither be desirable a heavy import duty on 
it till the quality of Indian tobacco improves. 

Q, ISO. — The Chamber is opposed to any restriction being imposed on the 
sale of tobacco, eit^ier wholesale or retail. 

is true that in other countries there are taxes on property 
changing hands at death. To a smaller extent such duties are paid in this 
country also in the shai>e of succ^sion certificates and probate of will, etc. 
The Chamber considers that further taxation in the shape of death duty will 
bo an unbearable burden as it w’ill practically moan a tax on capital and 
saving. Economists like Uioardo and oven Marshall have rejected this form 
of taxation. In the present economic condition of the country anything 
that will retard the accumulation of capital and stop the stimulus to 
saving cannot be said to be desirable in any way as it is only by increased^ 
-capital that the vast natural resources of the country can be developed. In 
a country where there is an abundance of capital, a portion may be safely 
taken oxit for the social and wononuc development of the country as ulti- 
mately in such cases, the capital returns to the country in the shape of various 
improvements. Even Sir Josiah Stamp admits that inheritance duties have 
an unfavourable effect on the stimulus to saving and that this form of 
taxation has not special advantage when the proceeds cannot be spent for 
productive purposes. 

Qs. IS8 to 146. — As stated above, the Chamber is strongly opposed to this 
duty and does not, therefore, think it necessary to answer these questions. 

Q. 147 . — In India the line of development tow-ards federation is proceed- 
ing from an opposite direction to w'hat has been the case in other countries. 
The question ot federal finance cannot arise in India at present. A substan- 
tial improvement will, however, be affected if the Central Government surren- 
ders increasing portions of its powers over the administration of the 
provincial finance. The Chamber is of opinion that a combi natioir^ of plans 
3 and 5 (separation of sources of revenue and a .system of payments from 
the Central to the Local Governments) offers the best possible solution 
the problem. The nature of development in India requires that the Provine&l 
Governments should get contribution from the Central Government and not 
the opposite arrangement which obtained present. 

9* 14S - — The C^ernment of India do not mainly depend upon customs 
revenue. Besides, customs duties in India are not of a high or- protective 
nature and cannot fluctuate so mdely as to create an embarrassing position. 

9* 149 * — Even in agricultural provinces there are inequalities in per- 
manently-settled and non-permanently-settled tracts. In the permanetiily- 
oettled areas land revenue cannot be increased. In seteral provinces Irriga- 



539 


tion on which Urge atuounta have been eipent out of the revenvM of the 
Central Government and which ha» effected in large agricultural develoiwcient 
haa now become a provincial subject. The provincee having irrigation eclAuiKMi 
are therefore in a better positiou than those which have no such achemea^ 
l%en, there a great difference between commercial and agricultural pro» 
vincea also. In the former the most important item of income i« that derived 
from trade which has to pay incoitie-iax and super-tax which are cenirskl 
revenues, while in the latter the main item of income is from land which la a 
provincial item of taxation. In short, nou-pernianently-settled prov'^cea 
having irrigation systems have the Iwwit possible ndvanlagt^ and the jver- 
inanently-settled provinces that are mainly commercial are the worst aufferera 
under the present sjTstem of division of resources. 

Q, 150, — Yes, the present ine<iuality can bo partially roniovetl by granting 
to the suffering provinces a portion of incotne-tax and HU|H*r-lax and also 
a portion of export duty levicxl on comnioilities peculiar to iheiu. 

Q, 151 , — In most countries laud revenue is a provincial sourw of revenue. 
In India the provinces have no other source of stable and large revenue. 
MoriHiver, the land revenue systein is too diverse in the different provinces to 
Ik? placed under the Central Governiiient. Land revenue, therefore, should 
continue to he a provincial source of revenue. 

Q, 15^. — Yes. the Chaiiitier generally iMxx^pts the reasoning about tha 
national character of taxes on exports and imports. 

Q, 15S . — When a particular province feels ineonvenience in any way for 
the prod Ilf t ion of a coiiiiiicKlity on which an export duty is levied or wIhui 
it suffers from budgetary deficits in coiistHnienct* of siatutfjf-y allotment, that 
province can reasonably claim .some relief in the shape of a M^ri of the 
revenue derive<l from such export duty. 

15 ^, — If it is at all possible to enhance the rates, the enhanced revenue 
shoiiKl be given to tlie provinces. Such c|iif>8tionH should not always be 
governed from the standfioiiit of principle alone. The retiuireiiienis of the 
province.s arc also important considerations. Moreover, the uiulerlyiiig prin- 
ciple may be the same but there are differences in actual practice. 

Q. 155 . — Although some difficulty may be fc?lt fii deciding a uniform in- 
crease of duty on imported tobatvo, the Clminber would like the acreage duty 
on cultivation to l»e a provincial sourexj of rc?vernie. 

Q. 150. — Yes, on general principle the C/haniber accepts the reasoning tliat 
income-tax and succession duties should bo levied at uniform rates and 
centrally administered. Yot to m<H*t provincial retiuirements, u certain per- 
centage should, if necessary, be given to the provinces as is done in France. 
It is difficult to lay dou'ii any definite principle on which the division of 
proc‘eeds can l>e based. 

Q. 157. — Tli« Chamber d(ws not think that sitniinr considerations should 
be applied to every case, as that will necessarily deplete? the res<iurces of the 
Provincial Government. 

Qt. 158 and 159 . — On principle there certainly should not be any encroach- 
ment on the central revenue. But in viea^ of the fact that provincial revenues 
are inelastic iii many provinces while tliere is imperative demand for develop- 
ment, it is desirable that the Central Government should make certain grants 
to the Provincial Govemn ents accordiug to their needs. 

Q. Chamber does not approve of Iwml bodies levying an addi- 

tional income-tax in the form of a business or profession tax. 

101, — ^Yes, a maximum limit upon surcharges on laiirl revenue should 
be impost by law for the District Boards. 

Q, 162 . — ^The principle under which the Central, Provincial and Local 
Governments are not allowed to tax the property or transactions of one another 
should be followed as far as possible. Where, however, it is not practicable to 
follow this principle, as for instance, in case of land which is taxed both by 
the provincial and local authorities, the local taxation should not exceed in 
mrol areas a certain percentage of the provincial taxation. Ifi munidpal 
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areas howdhrer the rates and taxes should be regulated by the necessities of 
the lopal bodies, but the maximum limit should be bxed by law. 

Q. — The Chamber does not advocate State monopoly except in cases 

of the post offices and telegraphs. Even irrigation, which in India is a 
monopoly of the State, can he taken up by private enterprise. The Associa- 
tion ui^derstanclH that a small beginning has been made in this direction in 
Western Bengal. In municipal areas, water-supply, gas, drainage and even 
telephone and transport service can be undertaken by the municipal autho* 
ritieJ!! 

104 * — The Chamber is not prepared to sup]>ort monopolies of services 
Jike pawn shops, life insurance or of any other service. 

Q. lOTt. — As regards tiionopolies of articles, the Chaml»er does not approve 
of the principte of State monopoly except in the case of explosives. In reply 
to a })revious question regi<rdiiig salt, the Chamber has supported State mono- 
poly but on condition of the State supplying purer stuff at a cheaper cost. The 
Chamber has <*arefully read the quotation from Bast able in this connection, 
but he also adds that ** the argument forwarded in favour of such a measure 
is weakened by the great extent of the industry and elaborate appliances 
needed for its proper working. That a State Department could with financial 

profit undertake the production or sale of spirits is not likely A 

rigid excise system appears to be on the whole better for the industry and 
the State. 

Q, 100 . — Tho Chamber is not ready to aci^ept any extension of the system 
uf State monopoly unless the State can produce a purer stuff at a cheaper 
eost. 

Q, 167.-^ Ab to conditions of administration, Bastable writes as follows: — 

** Where direct taxation is extensively used, the local authorities or their 
officials may l>e engaged for the purpose of collwtion, hut it appears that 
on the whole central management is more effective, though the same person 
may convenieiiily be the agent of both administrations 

Q. — Yes, the Cbamber considers that the staff is excessive for its present 
duties. If the proposed separation of executive and judicial duties is effected, 
the duties of the staff on the executive side who are the collectors of revenues 
will he further lightened. Even with the i>resent specialisation, collection of* 
excise duty and income-tax can lie entrusted to the executive staff the 
district. 

Q. 169 , — The Ciinmber has not ade(|unte data before it to reply this 
question. 

170 , — Tho> Chamber does not think that except what it has suggested 
in answer to question No 168, any other proposal for combination arises. 

171 , — The Chamber is not in favour of central control over the adminis- 
tration of local taxes. Its experience in this resp^’^t does not support the 
experience of democratic western countries. 


Written memorandum of tke Bengal Nationel Chamber of 
Commerce, Calcutta. 

Qa, 1 and — The data referred to in Annexiire A cannot be conjJixlered to 
furnish accurate information about the wealth of the country and the statisti<^^ 
must be to some extent at least unreliable. The metb^ by which the^ 
informations are collected is by no means equal to the labour involved. If 
the oollection of necessary statistics under the heads — 

(1) Agriculture, 

(2) Livestock, 

(3) Factories, 

(4) Mines and Minerals, 

(5) Other Industrial Concerns, 
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m minied at it will require a large orgamsatioii which chould aecure willing 
co-operation of the p^ple. In Bengal no meana hare been adopledfto aaoer- 
tain the ralue of agricultural produce which ia dependent not only upon the 
caprice of the clouds but also upon varioua other unforeseen factors, I And the 
^teracy of the agricultural population stand in the way of securir^ accurate 
information. All that can be had is information about organised ^ndustriea 
which have to keep proper accounts. 

Q. d.-— Sta^tios of income-tan and death duties cannot help us to 'Mimate 
the national income as incomes from land in perm anon tly-se tiled areas and 
inoome-taX'free bonds are left out of calculation. Wbat is more, the aggre- 
gate of small incomes below the taxable standard cannot be ascertained. 

Q, 4. — Unless the people are sufficiently educated to help the autliorities 
in collecting information, the information coUectcHl will always be inaccurate 
and oonsequently unreliable. 

Q, 5. — ^Tho taking of a census of production similar to the English census 
prorided for by the Census Production Act, 1907, cannot be adrocated in 
this country. It has already been stated that in Bengal agricultural produc- 
tion depends on various varying factors and the census of the production of a 
particular year cannot bo accepted as reliable for years. 

Q. 6 . — The proposed method need not be adopted. Besides the big 
employees of manual and clerical labour, there are private parties employing 
labour and the cumulative effect of such labour cannot be negligible. 

The statistics of prices baseni on information supplied by traders cannot bo 
accurate as such information will not touch the large *^iume of private sale 
and purchase which should be neglected. ^ 

Q, 7. — Inaccurate estimates should not be accepted as basis of taxation, 

Q, 8 , — It is not possible to go through the books and reports which have 
been referred to in Annex ure C. Moreover some of them are of a nomowhat 
academic interost and in view of what has been said above these books and 
reports cannot help us to come to conclusions which can bo relied upon in 
the matter of taxation. 

Q, 9 , — The social and religious conditions of the people of this country 
militate against any successful attempt to divide them into classes in 
conformity with western ideas. 

Q, 10 . — ^The land revenue of Bengal apart from fixed collections and oolleo- 
tions from Government estates includes a sum of Ks. 7 lakhs under items 
which do not fail within the definition of a tax. 

Q. IS , — It must be held that in a commercial or sami-commeroial under- 
taking undertaken by Government endeavour should be to secure a commercial 
return. A monopoly profit appears to have an element of taxation, 

Q. J4.— Yes. 

(а) The terminal tax on railways. 

(б) The items referred to have elements of taxation as they come under 
monopoly profit. Profit on coinage and exchange is not only a tax but is 
also an instrument for giving impetus to foreign trade at the expense oi 
Indian industries and commerce. 

Q. 15 . — ^The Committee are not aware if ^e charge for the water supplied 
for irl^ation is adequate but they are of opinion that this particular depart- 
^ tnent should not be run on purely commercial lines. The works of irrigation 
z»mu8t be classed under productive works and are to be as means of preventing 
devastating famines. 

Q. 16 , — It is not fair for the State to have a portion of the increase in 
value of land newly brought under irrigation or guaranteed a supply of 
water. The owner of the land has to pay for water used for cultivatioii. 
Thai the agriculturists of India are too poor even to pay for manures, etc., is 
admitted, if they are compelled to pay a lump sum they will fall an easy 
prey to the exacting money-lender. Any increase in land tax, hetterment or 
otherwise is out of the question in permatienily-seitled areas* 

S 
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Q. /7. — ienaitcy lawi entitle Uie landlord to an eiiiianoeaaiBnt of rent 
for imf roremeats effected by him at kie own cost. But ibe powere giwen to 
the court are discretionary. 

Q, lK.~Due8 leried under the Indian Porte Act cannot be called tanee 
impoiedcon the consxuners so long as they cover the working enenses and 
leave a reasonable profit to pay interest to debenture holders. To coawder 
the cwacity of the tax-payer the taxes imposed to meet the needs of partictdar 
loMih^es should be fully tdken into consideration. 

Q. MO. — No distinction should be made between the two. 

Jfl.--*No tax direct or indirect can be regarded as purely voluntary. 
Indirect tax on every commodity should be taken into consideration when 
estimating the burden upon the tux payor. 

Q. MS, — It is not possible to agree with the statement Immoderate 
smokers and drinkers contribute heavily to taxation. The consumption is 
luxury and it is optional and this taxation raises revenue but imposes no 
economic burden.” Country-made tobacco cannot be placed in the category 
of intoxicating drugs. In India tobacco is extensively, nay almost universally, 
used. It is not harmful like wine. It would^ therefore, be a hardship to tax 
country-made tobacco. 

Q, M4, — (a) Tax on entertainments may he included in the list of voluntary 
taxation and will not cause hardship to the general public. 

(6) Railu'ay fares are already high and should not be added to by a tax 
on railway tickets. 

Q, 25, — I|l is imiiGssible to draw a line of demarcation between people who 
take intoxicants and those who do not. Borne religions, it is true, enjoin 
that intoxicants should be eschewed. The tenets of the Muhammadan religion, 
for instance, lay down that it is a sin to indulge in drink but it is not a 
fact that every Muhammadan observes this injunction. In estimating the 
burden of taxation the excise duty should not bo left out of calculation. 

Q, 26 , — The Committee of the Chamber favour indirect taxation and urge 
that tax on their necessaries of life should be as light as possible. 

Q, 27 , — It is not possible for a member of community to escape indirect 
taxation. 

(^, 28 . — Tho Committee are of opinion that taxation is a proper aeoom« 
paniment of representation. 

Q, For sometime to come, at least, taxation most remain the basis 
of representation as the time is not ripe for the introduction of manhood 
suffrage. Till that is done, direct taxation cannot be avoided. 

Q, SO, — The Committee are of opinion that a poll tax should on no aecount 
be imposed. It will be a great hardship on the people as the average income 
of the head of tho family is small and ho has to maintain a large number of 
dependants. 

Q, SI, — In Bengal the chowkidari tax cannot be included in the category 
of capitation tax. A professional tax in addition to license would be unjust 
and cause great hardship. 

Q, S2 , — ^A professional tax on the lowest olasses cannot but be considered 
more objectionable than the salt tax, the customs or excise duty on cotton, 
kerosene oil or matches and the octroi. 

Q. SS,—Tho income and super-^taxes are already oonddered intokrable.^ 
nmy should be reduced rather than increased. 

Q, S4 , — ^The present scheme of graduation is far from satisfactory and 
rs^fuirss to be lowered. It would be ridiculous to compare India with Bngland. 
TIm social systmns between the two countries are diffemt. In India otwy 
earning member of a family or the bead of a fandly has to maintain a 
larpBB number of impecunious relatives, observe raligioas oeremonles, and 
defray expenses of the worship of household deitias. Mmoe it is impossibie 
for him to pay at the rate whidh in the case of an Bn gltiA gentleaaan im^ be 
oonstdered reasonable. 
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No. 

Q. ««.— No. 

O. S7. — The 6€K>ner it its abolished the better for the iieople. 

Q. W.— No. 

Q. — ^No. The eat i mated gain of 1(5 to 9C) crorea of ruiwea from taxiw 
on asriooHitral income aeema to be exaggerated. Any iin|>oaiiioii on agri* 
ouHara] inoome in Bengal would he a violation of the eoiiditioiiii of |>eru!ht|eiit 
oetilement. 

Q. 40 , — It is neither prudent nor prac'iieable to eonipare Indian c?onditioiiH 
with ^ those prevailing in Eurojve. From Annexure E it appears that a 
married Englishman is exempt from paynieiit of tax up to the income of ^5(W) 
a year whereas an Indian has to pay an income-tax from £135 a year. If 
incomes up to Rs. 2,400 a year are exempted from taxation the arrangement 
would be considered fair. 

Q, Af, — It will not be possible to standardise the form of account in this 
country. Any attempt at a standardisation adtl seriously interfere with the 
existing methods folloa’^cd by different CHiinmutiiiies in India. 

Q. 4S , — Joint stock companies and public bodies may not object to their 
accounts being known to the public hut private persons cannot hut feel cdiary 
to divulge the secret. The appointing of non-official itHsossors and commis- 
sioners cannot be supported as they are likcdy to he looked upon as spies. 

Q. 44 . — At the present monumt it may not l>e c'onsiclercd prudent t>o 
discourage the issue of tax-free securitie.s. Buch sec’uriiieaLare of rcc'cnt growth 
in India. The Government wore constrainc^d to adopt coum^ on acx'ount. 
of war time conditions. When, however, Government would he able to raise 
money without issuing tax-free bonds their issue should he discouraged. 

Q* 45. — A special stamp duty on coupons should not be insisted upon as 
it would be a hardship on f>oor holders of shares whoso annual income^ falls 
bedow Rs. 2,400. In this cascj they will have to pay the pri(x^ of stamp. If 
refund he allowed, delay and harassment due to rediapistu will make small 
investors shy. 

Q, 45. — ^Thc!» system of double taxation cannot be RU|>portcHl. 

Q. 47. — ^Th© existing arrangeineni has practically beten a^irkiiig smoothly. 

Q. 43. — ^Th© underlying principle of iiidircc?t taxation in the lirst c|uota- 
tion will find favour with the people. But the) tncuns siJggc?Hted lat<?r will only 
meet to trouble in the long run. 

Q. 50 . — Progressive principle cannot be a|>plied to indirtxl taxation. 

Q. 51. — ^1'he statement of a general policy in roHj^ec t of the itixatjon of salt 
extracted from a re<x!iit Anierican publication cannot l>e accepted. Bern in 
India the tax on salt makes it impossible for the poor man to 11 as miicdt 
salt for domestic purposes as is necessary for his health nor can lie use suffi- 
cient quantities of it for his cattle and for agricultural purposes. 

Q, 52. — ^Any substitution of salt cannot be suggested. The duty on salt 
is an oppressive duty and if it is necessary to make the general tax-payer 
realise his duty towards the State the duty should l>e nominal. 

Q. M. — Considering the average income per head in India the raU? of 
tax at^resent imposed in the country cannot be regarded as low. It should 
mpbe decreased rather than increased. 

^ Q. 54. — ^The present system may be continued. 

Q. 56. — ^An import duty may be levied to give an impetua to the produc- 
tions of salt and the prooe^ may be paid to the provinces as they suffer. 

Q. 58 . — Sale by weifi^t would bo more convenient. 

Q. II uniformity of price is aimed at^ Oovernment may qpen depdts 
at principal centres. 

illiterate cultivators of India are not likely to take advan- 
tage of the proposed system. Hence it need not be tn^oduoed/ 
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Q,^l . — Total prohibition thould theorotically be our goal. Dri^ evil has 
oome m recently and it may be stopped. Opium, siddhi and other indigenons 
drugs have been in use for a very long time and should be extirpated gradually. 
The usb of these drugs like wine can only be supported when prescribed by 
physicians. 

O. djf,— The proposal of Dr. Mathai reveals his colossal ignorance of the 
land ^renue systems of India in general and of Bengal in particular. The 
rpses^on, however, does not arise at least for years to come. 

Q. 6S , — The statements quot€»d are accepted save and except a tax on 
country-made tobacco. 

S . 64 . — ^Excise duty on intoxicants may be raised to ^uch an extent as 
i help prohibition. 

Q. 68. — The imposition of supplementary duties on foreign liquors by 
Local Governments will find favour with the people. 

Q. 70. — ^The tax on trees may be imposed. 

Q. 78. — ^The duty should vary according to the utility of the commodity to 
India and some articles such as hooks, scientific instruments, etc., may be 
exempted altogether. 

Q. 88. — Ad valorem duties would be considered more eoiivenhuit. 

Q. 87. — The Committee of the Chamber are not in favour of substituting 
any of the taxes metitione<i for any tax levied at present. 

Q. 88. — The stomp duty is already too liigh having recently been raised by 
the legislatiiTe. It<ioes not admit of further enhancement. 

Q. 89. — It is the primary duty of the State to administer justice and in 
doing so the State should only realise the amount required for the cost of 
the courts including pension for officers and capital cost for buildings. 

Q. 91. — No remedy for the evasion of duty on transfer of shares can be 
suggested. 

Q, 1/J.- -Registration means the preservation of public records of private 
transactions. Hence it would be just and proper if fc€» levied be sufficient 
to pay for the cost of staff including pensions, capital cost of buildings, etc. 
In any case the existing rate should not be increased. * 

Q, 95. — ^The entertainment tax can be supported as it is not a tax on the 
necessaries of life and it would not be proper to abolish it b^ increasing any of 
the other taxes. 

Q. 96 . — A tax is an impost by the State whereas rent is that which is paid 
by the tenant for the occupation and the use of the land. From a purely , 
economic point of view land revenue must be considered to he a tax. 

Q. 99. — The Committee are not aware of any temporary settlements in 
Bengal based on prices for different periods. 

Q. 100. — Agricultural income should not be taxed. Owing to town life 
being more costly, annual incomes in towns below Bs. 2,400 should not be 
taxed. It is not possible to ascertain agricultural income unless and until our 
peasants are properly educated. At present they do not know how to keep 
accounts. 

Q. 101. — The suggested tax on mutation will increase the burddl* on the 
p^r. Any attempt to check fractionation by a legislation, however desirable, 
will interfere with private ownership. 

Q, I08v — The principle enunciated eannot be applicable to the case of waste 
land newly broui^t under irrigation acheme. 

lOSn — li the system prevalent in Bengal be extended to other parts of 
India the result will be satisfactory. 

Q. 104 ^ — ^No fresh tax should be imposed on mines ot mineral trade as 
that will retard the growth of industries. 

J06.— Ability to pay should be the main criterion for levying taxes 

neoesiaiy f or natioiial and ben^dal se^ 
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Q. 107. — Hia existiing provision is oonstdorodl sniisfnctory. *^0 oeiim duty 
certsinlj causes bardidiip but its abolition will rosult in diminishod iBoome 
and it will be dilficult to make up the loss thus incurred. 

Q, ItO , — Absence of any other suitable means for raising revenue pjobably 
compels local authorities to maintain the mriroi duty. d 

Q, lid. — ^The house and land tax as also tlie land cess should be realised 
separately from the owner and the occupier. If it is not done^ various dtfil- 
culties may arise as to liability to pay and the incidence. ^ 

IIS , — In India taxation is already hiuivy and should not be further 
incieased. 

Qm 115 . — The existing condition of land^ whether devolo|K>d or itndevelo|>«d, 
should be the basis of rating in municipal areas. 

Q. 117 , — Granls should be earmarked and the basis of grant should be 
the urgency and importance of the work to he undertaken. 

Q. 118 . — ^The Government should look to the efUoiency and fnaiiageinent. In 
India atimul^ certainly exists in the case of such important services as educa- 
tion, sanitation and road main ten aiices. 

Q. 119 . — ^The imposition of fresh taxes on business profit, capital sitsdc of 
corporations, employers of labour, hotels, iiitnfM and transactions in capital 
and exchange cannot be supported. 

Q. 280. — (1) The imposition of an universal income-tax embracing every 
inc'ome and varying with tlio kism» of the' family cannot he recoin mended. It 
is prevalent in no country and it would cause great hardship. 

(2) Opinion on taxing agriculiiiral income has been Ihc preset in replies 
to previous questions, specially questions Nos. 39 and 100. 

There is already the duty on probate and letters of admitustraiioii. The 
imposition of death duties would l>e unjust. 

Among the Hindus it is not necessary to register marriage. 

(4) Import duties on motor cars, patent medicines, etc., being already 
high should not be raised. 

(6) The idea of levying a tax on inhabiteii house and dow'ry is as imprac- 
ticable as that of abolishing land revenue. 

Q. 181 . — The suggestion that country-ma<le tobac^co should btj taxed cannot 
be entertained. It is almost a riec^essiiy to the pfH>r people and in not ay 
harmful as other intoxicants. 

Q, 188. — (a) As tobacco is produced very extensively and often for 
domestic consumption, it will be very difficult to estimate the acreage 
accurately. 

(6) It should be left to private enterprise as at present. 

Q. ISS.—No. 

Q. 184 . — As taxation on tobacco and monopoly is not mlvocated, control is 
not considered necessary. 

Q. I 86 .—S 0 . 

Q. 187. — It would be difficult to prevent smuggling effectively. 

Q. 188 . — The proposal of imposing an exc'ise on loc*al manufacture cannot 
be supported. 

Q. J06 . — ^If a tax on tobacco be imposed, it should be ad valorem. 

^ Q. 134 . — ^If the import duty on crigar be enhanced, it will effect export, the 
extent depending on the amount of duty* 

Q. 135 . — An excise duty will certainly handicap a growing Indian industry. 

Q. 137.— Already a high tax on property changing hands at death is 
collwcted by probate and letters of administration. The English system can^ 
not be impo^ here in India. The average longivity of an Englishmai 
makee intervals between succession long but the case is otherwise in fodia; 
If a death duty is imposed in India it will swallow up the wh<de property 
in half a centi^. Death in a Hindu family imposes a socio^ieiiglm duty 
regniring heavy expenditure. Marriage of Hindu girls being obligatoiy 

t2 
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linpcM^ hmvy expenditure. In a Hindu family guided by Mitalaiiara lav 
the riSht of a fion to the property accrues on his birth. The Muhammadan 
law enjoins a great dismemberment of the family property. All these should 
be takj^ into consideration when the question of the imposition of a death 
duty is 4 >ropoBed. 

g. JiO.— No. 

— This will not be appropriate. 

Q. 14 s . — The opinion expressed by Sir James Stephen is very sound and 
a death duty should not be imposed. 

Q, 147 , — The combination crannot lie considered a suitable basis. Under the 
existing constitution of India item No. 1 se<»ms to he the b^ but this should 
not affect the income-tax and the succession duties reserved for Imperial 
purposes. The imposition of uniformity on the analogy of European condi- 
tions should not be insisted upon. India is more a continent than a country 
and conditions in different parts are so different that it cannot be ctonsidered 
prudent or praHicable to insist upon an uniformity. 

Q. Yes. 

Q. 149 . — The present division which proceeds entirely upon the basis of 
separation of sources cannot be considered e<|uitable as between provinces 
that are mainly c*oniraereia! and mainly agricultural respectively. 

Q. 150 , — The adoption of combination of methods is likely to hamper pro- 
gress towards provincial autimomy. 

Q. Yes. 

Q. 155.— Jes. ^ 

Q, 155 , — The imposition of a duty on country-made tobacco cannot be 
supported. 

Q. 155, — Income-tax and succession duties should be reserved for Imperial 
purposes. 

g, 157.'*-These considerations do not apply to duties on transactions levied 
through stamp duties as conditions differ in different provinces. 

g, KiJ, — The prevailing sysUmt is considered satisfactory as the income 
iroin the Hoad and Public Works Cesses has been increased. The assurance 
given by the Duke of Argyle as Secretary of State for India in his Despatch 
on the iload Ccas should be strictly adhered to. 

Q, 16i . — The existing system should continue. 

Q. 165.— No. 

Q, 161.— No. 

g, 155 , — In India monopolies are not non-existant. Their farther exten- 
sion should not bo encouraged. 

g, 16tJ.— No. 

g. 167.— Yes. 


Written memorandmn of tko Socrotnry» Indian Lac AnociatiiMi 
for Reioardb» Calcutta. 

I am directed by the Committee to refer to the note submitted tc^^you by 
the Ditector of Industries, BiKar and Orissa, advocating an export tax oiw 
lac^,. and to inform you that it is their considered opinion that such a ta# 
would in all probability prove highly detrimental to the Iso industry. 

The Indian Lao Assooiaticm lor Bebearoh was brought into existmioe at 
the suggestion ol the Commerce D^artment of the Government of India, with 
the ob]^t of promoting improvement in the breeding oi lac and its msaufSe- 
ture tnrou^ seientiffo research or by such other means as might be deemed 
desirable. The h^h piioes whidi prevailed during the war and the years 
haamediidsly following, direetly encouraged the fUfodueHoii and uee of eub- 
atitules for ^ ni£iiral srlide. W^h llie exan^le of the Indisii indigo 
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before il)e trade, it vim felt that fitep^i ehould be taken to eiM^vour 
to counteract the headway tliei^e eubsiKUtutea a^ere uiakiiig* f 

Although the prkse of tdieliac hae iaiiea very considerably , it is stiM much 
higher than it vae in pre-war days, and, union una tel j, Uie produc^m and 
use of substitutes are still ou the iticrease. In these nrcuiustaiu't^^ j§y Com* 
miUee feel that it would be a suieidtil {lolicy to itn|Maie an export tax ou lae* 
and they aecoi-dingly direct me to ivfgisier this tormal protest against the 
proposal submitted by the Direi’tor <d industries , llihar and (tnssa, Hr to 
any proposal for Uie taxation of lac in any slm|H^ or forin^ other than the cess 
already in force. 


Written memorandum of tbe European Aasodiattont 
Central Adminiatration» Calcutta. 

The Council of the Kuropeau Association welcotut^s the stop taken by the 
Goveriiiueiit of liuliai to iiiVi*Htigat>e the wdiolo system ut taxation in India, ft 
has examinod the que,sii(»ii in conjunction with the branches of the Assmriatiun 
throughout India, and regrets the bcdaUnl suhiiiisstoti of this nicinormlttiii, 
which has bc^ii catised hy delay in collating the various views, 

2. Without wishing to ciiipha.si.si,» niiduly a coniuiumil point of view', the 
Council is of the opinion that the existing incideiux« of taxation falls dispro- 
portionately on Europeans on account of ilie great^er ease with which taxation 
can be c^ollected from a couununity in whom a sense of J^ic di|^y exists and 
whose coiuinerciul organisations are modern. If taxation is to Ih 5 propor- 
tionately distributed amongst tlie peoples of India, it is essential that steps 
be taken to bring all coiiuminities into line in this respect. It is universally 
recognised that Indian busines.s methods admit of considerable evasion of 
legitimate taxation and the Council strongly etuphasisi's the luxtvisity of action 
which w’ill ensure to Governiuent the payment of its full dues. 

3. Kecognising the particular diifieultii^ tlnit exist in Jndia, the Council 
considers that indirect taxuiion is the only practicable nadiio<l of distributing 

> the burden proportionately amongst the masses. Such taxation is normally 
imposed by means of imp4>rt and excise duties. The (Council finds that the 
existing dgties have grown up in a haphaxard inaniier without duo considera- 
tion of their«incidence and re<;utfiiiiendK a thorough revision of all iiii{>ort and 
excise duties. 

4. With reference to income-tax, the Couneii considers that it is tnipossiblo 
to discriminate between communities with regard to the siihsistence tninitrium, 
but at the same time it feels that Kuropeans in Indm on salaries not exceed- 
ing Ils. 6,0(X) per aiinnin are in no Better position, owing to the higher cost 
of Jiving and the standards of living enforced on them in India than jiersons 
who in England would lie, if not exempt, suhjeert to substantial rebate from 
incoine-tax. Various proposals from the raising of the Mubsisience minimum • 
for Europeans to Ils. 3,00() jkt annum to a grant of a rebate for wivea and 
children have Vieen put forward, hut the Council in view of the impractica- 
bility of introducing discrimination between elasHes or communities strongly 
recommm^ that income-tax on all incomes of R«. 6,000 per annum and under 
be redBced. 

There is no doubt that indiridunb maintaining an European standard 
of living are frecjuently worse off than those on similar salaries maintaining 
Indian standards, and the Council lays emphasis on the necessity for taking 
this fact into consideration when examining the incidence of taxation on the 
European. 

5. The Council has previously referred in paragraph 3 to the quaittoti of 
import duties in general, it now' desires to put forward its views on partioular 
duties. Modern conditions demand a reconaideration of tite defotiton of 
luxuries. In particular the moderately priced motor ear, fonneriy an un- 
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daubted luxury, now in many eauea oonititutau a naoeuBity and as soldi Urn 
duty in exoessivo* In roGommending a oonsiderable raduioUoii in thi 
iinport'duty on cars and motor aooesaortes the Council feels that not only will 
relief ik given but that oommunicatlons and mechanical transport will be 
develof^* The freer use of motor cars will benefit the country and through 
the revenue accruing from the increased ose of petrol the reduction here pro* 
posed would not in its opinion result in any decrease of revenue. 

Title Council is of opinion that a mistake has been made in the imposition 
’of high import duties on tinned foodstuffs and articles of clothing. The 
iornier in the mofussil are often necessities, especially such items as milk, 
butter, tinned meats, and fish. With reference to clothing, whilst this forms 
a practical method of distributing taxation amongst all, the duty on neoes- 
nary articles should be fixed at a minimum. 

G. The Council is generally in favour of some form of taxation which 
i»hall be borne by each individual. It believes that such a tax has a defi- 
nitely educative value. The salt tax is such a tax and they are in favour of 
Its retention. Jt is cheaply and easily collected, and despite political senti- 
iiiuiit against it imposes no real hardship on the people. To the Council this 
particular tax appears to offer room for expansion, and much urgent work 
III the provinces of a medical, sanitary or educational nature might be financed 
through a small increase in the present tax. 

7. The Council has previously emphasised the necessity of checking the 
present widespread evasion of taxation, particularly amongst small traders 
and riionoy-lgnders, ^nd put forward the following suggestions for the con- 
sideraiiou of your Committee: — 

(a) Petty traders and professional men might be compelled to take out 
licenses, these being graduated proportionately, the license fee 
being refunded where income-tax is paid. 

(/>) hegislation should be introduced to control the activities of money- 
lenders, registration of whom would provide a considerable 
sourcTe of revenue. Such legislation would certainly react to the 
economic benefit of the country. 

(r) The severe punishment of persons found wilfully evading their 
responsibilities regarding taxation. 

8. The Council is in favour of the taxation of alcohol and tobacco, articles 
which undoubtedly fall within the category of luxuries. It does not consider 
that prohibition is a practical policy for India and therefore does not anti- 
cipate its introduction. Apart altogether from the loss of revenue that would 
accrue^ a policy of prohibition must be costly in execution and would prove 
ineffective from the temperance point of view, owing to the ease with which 
individuals could evade the law and distil their own alcohol. With reference 
to tobacco, whilst some discrimination might be made between the home- 
grown and the imported article, there is not at present any excise duty on- 

* home-grown tobacco. It considers an excise duty might be imposed on 
cigarettes and tobacco manufactured in India. 

9. The Council has made recommendations in certain directions for reduc- 
tion in taxation. On the other hand, it has pressed for a more ooUeo- 

tion cf such taxes as are already imposed and has made suggesUons for tiie 
inclusion of individuals who do not at present appear to pay thmr du^ 
proportion. Should its recommendations materialise, the Council feels the 
increased revenue will not only cover the oost of any minor recomm^ndatioiis 
it may have made but should provide a surplus. 

10. Finally, the Council is of opinion that it is not possible iff India at 
present to provide for ngirosentation on basis of taxation-Hshe maesea in 
India are still illiterate and though it is necessary that they shoold pay 
towards the maintenance of the State by indireot ntoans, they are not yet 
in a position to use electoral powers with discriniiiiation. 
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The committee of the AH«ociation cannot very well <let4»rinine the prin i iice 
of pahlio finance which the Indian Taxation OniiiuitU^^ urnponi' to 
traverse in the course of their enquriy. But from the in t>iir 

sion we gather that the object of the enquiry is rather to disw^vor hv what, 
means Uie entire public revenue dertv^Ml from Jm|>crial and rrovincial 
souroee could be so utilised and distributed as fairly and (Hpiitably to fcixl 
ali departments in the administrative machinery thmi to explore ih^w ami 
passible avenues for fresh taxation. But as t he quest ion mii re has adverietl 
to some matters which give rise to suggestion by implication for {rmh smirces 
of taxation, our Comnuttee desire to make the following observationK on 
two of them particularly, namely, (1) universal death duty ami (2) inqiosiiion 
of an income-tax on Agricultural income, both of winch are cal<*vilaUMl 
materially to affect the vested interests of the landholding (xunmninty. 

Universal dmth duty . — It is a great misfortune that the Iiin-al (•overn* 
menis, politicians and economists, unconsciously iinpolltMl by Kocialisiic 
motives to afford the State a share in private gains, have a*lvMnc4»fl proposals 
for universal introduction of death duties on inheritamv. What a man 
accumulates as his u'calth, he so either through indnstry or by thrift or 
prudence. To impose a tax on such accumulation is nothing short of ptitting 
a premium on individual virtues — and a more of punit^ing private wealth. 

A death duty is, therefore, an imposition on tho recipiont a§ inheritiinct^ 
and not on current income. The tax is calculaiecl either t<i <lepf>HN capital 
or to prevent accumulation. Such a duty would not only be irregub^r but 
also spasmodic and chance return. It will be extremely unwise and iiiij>roper 
to make the imposition in fatje of the fact that tho real estate has already 
paid more than its just share in the shaim of such minor import s as raioH 
and cesses. Besides, the capitalised value of the estate is sure to diminish 
with the introduction of such measure. ** Under the High Death Duties,** 
says Andrew Mellon,* ownership in land has coased to huve value and 
^ large estates can now be purchaseil for kws then the ctisi of the improve- 
ments. In other words, the land itself is rendered ^ a1lleUr,H^! by tlu; death 
duties an^ no longer produces revenue.*’ 

The nex^thing that should be remembered in this conriet tion in that on 
the death of a person everything relating to his f>ropcrty gcl,>» hM;kc<l tip, 
as it were, pending probate or administration ptrK;(XH]ings, There ofiert 
then arises a dearth of liquid cash and groat difficulty is expcricuicc.^] in l)»e 
matter of procuring funds for payments of <*ourt'f#H»s and the* like. It is 
not unoften that to evade just payment of proha dutioH, iindervaluntion <»f 
the assets is resorted to and ordinarily concealment of some even takcN plaf*<\ 
To escape the duties ingeniouH attempts helped by eximrt legal ndvtfx* would 
be made to practise deception. It is no idle coitjei'tiire if the urrpopularity^ 
of the measure is followed by steps to dispose of properties titrtely by 
transfer inter vivos in order to circumvent law' and avoid death duty as 
far as possible. It is no exaggeration to say that any aiicunpt to tax luxup 
mulated capital or devolution of pro|>erty universally is bound to lie looked 
upoq^pith great disfavour and the measure, if actiially cuirricnl into effecti 
wfl P evoke unprecedented popular outburst and alienate public sympHthy 
Government. 

Ineofne^iax on agricultural inconies.—li is greatly to dcqdored that 
some of our Indian economists (e.g., Bhah, Khainbata and Ayyangar) in their 
extreme anxiety to seek cheap distinction have suggested agricuHura] profits 
as a likely soiiroe for augmentation of the public revenue. Besides, the bare 
mention of the subiect and probable income that is to be derived from such 

• Taxation : The People’s Business : by Andrew W. Mellon : Macmillan : 

New York, mi. 
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iaxatk>fi they have not said anything in jnstification.of the propoasdl 
positiw. They wontd oertainly toye thought thrice helore tiity put fot#im 
such unwise and inexpedient suggestion, if besides being concerned with 
mere theory and statistics, they had made themselves acquainted on the one 
hand '^ith all the circumstances that attended the introduction of the 
perroaiient settlenient of land revenue in Bengal and cm the other studied 
aright the eohdttions of agriouliitre throughout the country. It is needtess 
to exiphasise that the proposed tax will vitally affect, the. landowning and 
« agricultural 'interests in our proving particularly. It will also be an eu* 
croachment on the legitimate rights of samindars and also of tenure- 
holders who have under the solemn covenant p| the permanent settlement 
lieen wholly exempted from all additional demands ^on their lands by the 
State for all time to come. By the terms of that i^tleinent the revenue 
payable by them has been irrevocably fixed. The samindars have been 
ilcfclarecl the actual proprietors of the soil. Any attempt, therefore, on the 
[»art of the State to impose a fresh levy now upon them will be construed 
iiH a breach of the Molcmii plinlge aiiich induced the zamitulairs and tenure- 
holders to invest their money in hind on payment in ninety per cent, of the 
cases of its full market value. It is evident also that the framers of the 
Regulation which introdiif?ed the permanent settlement made it abundantly 
clear in the terms thereof iliail :^e State did not reserve to itself any right to 
increase the aHsessaicni or itupiise fresh taxes even in times of great emer- 
gency. 

It is refreshing to find that two other Indian ecoiiomistK (Wadia and 
Joshi : Wealth of^.lndia: Macmillan: London: 1925) have opposed all 
proposals foiuitaxation of agricultiira] incomes. 

From time immemorial Oovc^rnment have claimed a portion of profit of 
the soil. Land Heveiuio is a tax which is paid to satisfy such a demand 
on the part of the State. Such land revenue is itself a thing, per se, a tax 
on agricultural iricorne. We have already accepted the principle by which 
all incomes in trade oi business helow B.s. 2,000 have been exempted from 
the operation of income-tax. Now if land revenue is also a tax, which it is 
hy reason of its incidents, it should ns well he exempt from income-tax up 
to a certain limit. The reason for such exemption of agricultural income 
is all the more strong when we bear in mind that agriculture is the mainstay 
and principal occupation of ninety per cent, of the population ^ind there 
is an imperative need f<ir the juxrumulation of capital for agricultural 
developiiients. Besides, there is no gainsaying the fact that agriculture is 
not in a pra8[)oroU8 condition. The productive power of the land is also 
daily diminish iiig. To add to this, there is the alternate visitation of drought 
and Hood. The insufKcieiicy in the yield and tlie alternative natural dis- 
asters kee]) the agriculturist in a state of perpetual indebtedness. What 
with deprtxnaiion of the proii active pow'er of the soil, what with exactions 
and what with natural causes, the average income of the agriculturist is 
far below the average as compared to th|tt of other countries in the world. 
Such being the patent facts it would be unwise and unjust to levy a universal 
*tax on ugric'ultural incomei^ But if in face of strenuous opfiosition from 
the landholders, Government iiisi.st on the introduction of a Universal Death 
Duty and the imposition of an income-tax on agricultural incomes, they 
ad 11 hnd themselves failed with a situation of a serious magnitude which 
will purely be their creation, and w'hich it will be difficult to deal wl0^ , In 
short, by pursuing such a suicidal poliey> Government will lose the sympi%?v 
of the aamindars who have stood by them through sunshine and tiirouglT 
storm and who have hitherto been their main suppdriere. 
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